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A MODEL OF TRADE AND ACCUMULATION 
By D. M. BENsusANn-ButtT* 


Most brief accounts of the theory of international trade deal with 
two countries and describe a static equilibrium. The causes of trade 
usually mentioned are differences between the two countries in their 
natural resources, in the tastes and abilities of their populations, and 
in their capital stocks. But it is obvious that the last of these three is of 
a very different order of permanence from that of the other two. The 
supply of land may usually be taken as fixed for all time, and, so far as 


the economist is concerned, a datum. Population changes and differences 
in the rates of change between two countries will have profound effects 
on trade, but these variations are nowadays also taken to be, at least 
in some measure, independent of economic processes. But accumulation 
is a purely economic sequence, and the student of trade who neglects 
it is neglecting part of his subject. The ideal dynamic theory of trade 
would no doubt cope with both population change and changes in the 
capital stock simultaneously. But can it be doubted that such a theory 
would be of a most advanced and difficult kind, and that the simpler 
starting point is accumulation without population change? 

What follows is an attempt to construct an extremely simple dynamic 
model of trade between two countries which are similar and unchanging 
in all respects except their capital stocks. As a starting point we sup- 
pose first that neither has any fixed capital at all. Then we start accumu- 
lation going in one and watch what happens, assuming land plentiful 
and labor supplies constant. 

A long series of assumptions of the most formidable kind has to be 
made before the argument can be reduced to any degree of simplicity 
and precision. They yield a caricature of reality which, except for being 
dynamic, is much cruder than that embodied in even elementary statics. 
But this extra crudity seems to be the unavoidable price to be paid for 


* The author is visiting Nuffield College, Oxford University. 
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motion combined with simplicity. A film-cartoon would be over- 
elaborate if its every “‘still’? could compare in complexity with a pure 
painting framed for detailed static contemplation. 

The next section summarizes the accumulation process as it is as- 
sumed that it would work out in a closed economy. Section IT describes 
the trading conditions assumed to prevail between two economies of a 
virtually identical kind. Section III plots out the course of trade that 
appears to be implied. Section IV suggests the modifications that would 
follow from changing some of the more drastic of the assumptions about 
trade. 


I. Accumulation in a Closed Economy 


Suppose a closed economy with a constant population, plentiful land, 
constant patterns of tastes, attitudes to work, and technical knowledge, 
labor homogeneous and mobile, perfect competition, full employment, 
no risk or uncertainty. 

Suppose that all commodities can be produced by one or other of 
two techniques: a handicraft technique using only labor, and a mecha- 
nized technique using only a machine and labor. Machines can be made 
by hand or by a mechanized technique (the only vertical integration 
possible), but there are no machines to make machines to make ma- 
chines. Machines are eternal, but are transferable (have break-up values 
of 100 per cent). Techniques are rigid, using fixed factor proportions; 
and there is a fixed flow of output. 

The economy starts in a stationary .tate of universal penury with all 
goods produced by handicraft. Then some chance starts off an accumu- 
lation process. 

There are plenty of commodities, A, B, C,---, Z. Their physical 
units are so defined that 1 man-year of handicraft labor produces 1 
unit of a commodity—any man-year any commodity, since labor is 
homogeneous. Though it is not strictly necessary to introduce money 
we may imagine the annual money wage kept at £1 by a banking sys- 
tem, which will be hard put to it to cope “‘neutrally” with the emergence 
of interest or profit incomes when accumulation starts. Then in the ini- 
tial situation all prices are £1. 

Time is divided into years and all machines take exactly one year to 
produce. The lender of capital receives a series of annual payments 
during the years of a machine’s use—nothing in the year the machine 
is made. These will not be equal, but the investor will envisage a plausi- 
ble time pattern and the return he requires on the first year will be called 
the rate of interest or profit, r per £, naturally a variable. 


! This section gives the bare bones of a longer argument about this topic which should ap- 
pear in the September 1954 issue of Oxford Economic Papers. In it much less drastic assump- 
tions are made. 
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In each year sufficient firms will enter, or leave, each industry to en- 
sure that returns on all capital are equal in the succeeding year, and 
these returns will equal the rate of interest. 

We may denote the machines possible in each industry by their 
cost when made by handicraft—the number of man-years required to 
make them at the wage of £1—C,, Cs, C., - : - . The amount of labor 
they use (which is numerically equal to their money labor cost) we will 
call Z,, Ls, L., and the physical output they produce annually O,, Os, O.. 
Because machines are physically productive O.>L., > Ls, etc. These 
differences we will call C.o., - - , where may be called the 
physical productivity of capital in each industry, 7.e., we define them 
such that O,.=LZ,+C,0., Ox=I,+Cyo.. For some purposes it is useful 
to have a short expression for the capital-labor ratios C,/L., Cs/L»: 
these we might call R., Rs, R., - - 

The average cost of production by a mechanized technique—manu- 
facturing, for short—is, for any commodity, say, N, 


Car + Car 1+ R,r 
0, + Cute 1 + Riatn 


so long as machines are made by hand. When machine-making engi- 
neering is mechanized, supposing engineering to be, say, industry V, 


this cost becomes 


+ Cor 1+ Rr 
La + C,( 1+ R, {| 


On 1+ Rio, 


—clumsy expressions with which fortunately we shall not have much 
to do. 

Now let us think of our commodities as arranged in ascending order of 
their o’s, with Z as the highest, A as the lowest. Then when e.g., r=0.2 
(assuming engineering still handicraft) in all industries with o’s>0.2 
average cost will be less than 1, and in all industries with «<0.2 more 
than 1. But there is always the handicraft technique with average cost 
=1. Furthermore, there is no reason why o should not be negative for 
some commodities—i.e., goods for which the possible machine is worse 
than useless. For these even when r =0 (which we will imagine its small- 
est conceivable rate), manufacturing cost here >1: these are ineluctably 
handicraft industries. 

It is reasonably clear—again forgetting about the mechanization of 
engineering—that investment will start in Z, when some accident al- 
lows it to start at all, and that it will be carried up to the point each 
year at which r=g,. For so long as r=a, the cost by handicrafts will be 
equal to the cost by manufacturing. We can postpone details of the 
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process of adjustment by which this investment is accommodated, but 
perhaps the reader can accept for the present that when industry Z 
is fuliy mechanized, the ‘margin of mechanization” moves on to Y, 
then X, - - - , and that each time it does so r falls to the level of the next 
highest ¢. But the fall in r from ¢@, to o, reduces the cost of new produc- 
tion in Z and some investment will continue to be made in Z to meet 
increasing demand through substitution as well as income effects. Con- 
sequently we have the position that as the margin of mechanization 
moves down the alphabet the prices of goods .. the right of the margin 
come down, those to the left being prices of handicraft goods remaining 
constant. Note, however, that the absolute fall in price varies from com- 
modity to commodity with the R’s involved, the capital-labor ratios. 

A complication arises when the machine industry V is mechanized, 
which happens when r falls to o,, for then the cost of all types of manu- 
facturing falls, and since the effect is on capital charges and not wages, 
it is largest for capital-intensive techniques. It may, therefore, involve 
a rearrangement and relettering of industries A to U to ensure that the 
margin of mechanization moves down counter-alphabetically. It serves 
verbal convenience to imagine this done.” 

We shall also assume that unless the distribution of income becomes 
such that saving stops before r=0, it will at any rate stop when it does. 


Consequently the set of prices with which we start, A, B,---, Z=£1, 
would end up, if accumulation reached the ultimate end permitted by 
tastes and technique, as: 


1 1 
1+ 
supposing industries A to C to be inevitable handicrafts. 


II. Assumptions about Trading Conditions 


If we had sufficient obstacles to movement between two economies 
of the kind just discussed it would be easy to develop a model in which 
there never would be trade between them. On the other hand, having 
assumed perfect mobility within each, we could reduce them to mere 


2 If we were developing our argument in any algebraic detail it would be convenient to 
suppose that Reo, were large (i.e., that engineering was a capital-intensive industry with a 
very efficient machine of its own). Since then the correction to the man-power cost of machines 
that has to be made when engineering is mechanized, (Ze+Cor)/Ov, would be virtually #?/o», 
the average manufacturing costs of any commodity thereafter would become: 


1 


an expression which has at least the merit of simplicity. Moreover, if Races is in turn large, 
it reduces still further to r2/anes. 
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counties of the same country by making transport costs between them 
equally negligible. This might yield a model of some interest if there 
were differences in natural resources, but of none, surely, if land is equal- 
ly plentiful in both, as we are obliged to assume if we are to use the 
account of the accumulation process just given. 

“Transport costs,” in the broad sense of special expenses of inter- 
national trade, cover costs of moving goods, capital and labor. These 
are not really obstacles of the same kind. Moving goods may incur noth- 
ing but genuine costs of physical movement; international investment 
raises questions of risk and preference quite apart from the physical 
movements of goods or persons that may be indirectly associated with 
it; migration involves yet other issues. But a model of long-term trade 
would be very defective if it allowed for only one of these types of move- 
ment, while obviously it is threatened with intolerable complexity if 
it recognizes three distinct types of transport cost, and further allows, as 
it surely must, for variations in the genuine costs of moving different 
commodities. This would be bad enough for a static analysis: for a 
simple dynamic one it seems out of the question. 

It is proposed here to escape this dilemma by admitting differences 
in all these costs but making them so small or so gigantic that when 
they have done their job so to speak qualitatively they can be ignored 
quantitatively. To be more precise: 

1. It is assumed that all goods except services move freely across 
frontiers, but at a cost which is infinitesimally higher than internal 
movements but equal for all except services. Hence there will be no trade 
unless some other factor makes for a difference in costs. Services cannot 
be moved at any price. 

2. It will be assumed that capital also moves freely, but that it has, 
as have goods, a slight preference for staying in the home market. But 
this preference leads to no quantitatively perceptible differences in 
rates of return between the two countries. 

3. Labor also is mobile between countries but would prefer to change 
its job in its homeland than move to the same or another job in the 
other country, provided similarly that no quantitatively perceptible 
loss of real income were incurred. 

4. Finally these imperceptible frictions are less for goods than for 
capital, and less for capital than for labor. 

The purpose of these peculiar assumptions will be obvious. It is to 
enable us to ignore transport charges in dealing with the quantities 
involved, while at the same time keeping the pattern of trade and 
investment to some extent determinate. They allow us to see the “pure” 
effects of accumulation on trade and provide what is hoped to be a 
convenient basis for more realistic arguments in which one or more 
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transport cost is made quantitatively important. The relative magni- 
tude of our invisible frictions are, it would seem, probably realistic, 
though their absolute levels are absurd. 


IIL. The Evolution of Trade 


To begin with, countries A and B, identical in size, are living in sta- 
tionary and identical conditions of penury, with all their income pro- 
duced by handicrafts. Population, technique, tastes, abilities and natu- 
ral resources being the same in each, the slight difference between inter- 
nal and external commodity-transport costs is alone sufficient to prevent 
trade. 

Phase One. Some accident starts accumulation off in country A, a 
few people there being enabled—say by a lucky harvest-—to start in- 
vesting. They acquire (by a process which will be at least retrospectively 
obvious) sufficient capital to buy 10 machines for industry Z, the one 
with the highest physical returns. They are only prevented from placing 
these in the industry Z of country B (which we may call Z’’) by their 
slight preference for home investment. They therefore place them in 
their own industry Z (which we may call Z’, using the same notation to 
distinguish the location of industries throughout what follows). 

Putting capital into Z’ involves recruiting labor to use it: and it sim- 
plifies the argument without entailing difficulties elsewhere to suppose 
that the 10Z, men they need come (as it were experimentally) from the 
existing handworkers of Z’. Their gross physical output with the 10 
machines in the first and later years of their use will be 100,=10(L, 
+C,c,). But the 10Z, men would have produced as handicraftsmen 
10L, a year—since we have so defined the unit of this and other com- 
modities. Therefore, so far, the total output of the community has in- 
creased by 10C,o, units of Z, all other outputs being unchanged. But 
the investors will scarcely wish to consume all this themselves, without 
changing their consumption of other things at all: they will wish to 
exchange some for other things (including more machines). If they did 
so it is virtually certain that the price of Z would fall relative to other 
commodities. But if it did, the real incomes of the remaining handi- 
craftsmen in Z’ would fall. Hence being mobile, they would move out, 
and it is obvious that they could, being equally efficient in all jobs as 
well as mobile, and would make the other things the investors want— 
as many leaving Z’ and moving into other industries as is necessary to 
maintain all relative prices equal. This in turn implies that the 10L, 
men working machines in Z’ will be satisfied with the real proceeds of 
sale of 10L, units, and accordingly that the value of the net product of 
the machines is in fact the increase in the incomes of the investors. Real 
wages are unchanged, but a profit real income of 10C.s, has appeared. 
The banking system has somehow to issue to the investors such a parcel 
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of money as will make it possible for money wages to remain at £1. 
All this, of course, happens simultaneously: and the difficulty of ex- 
pounding it is that of making a narrative out of a set of simultaneous 
equations. 

Nothing in this change, or in the successive changes that go on as 
further investment is made in Z’ out of the profits of the first investors, 
need induce any trade: all prices are constant, and anything the inves- 
tors wish to buy with their increasing incomes (including machines for 
Z’) can be made by handicraftsmen extruded from Z’. 

Phase Two. Accumulation goes on, we may assume, until all Z’ is 
mechanized. At this point the peg which previously prevented the fall 
in the relative price of Z—the departure of handicraftsmen—collapses. 
‘There are no more to go. In a closed economy investment would flow 
quickly to Y’, and the shift would be accompanied by a fall in the rate 
of return from ¢, to oy. The cost of production of new Z would now be 

where oy < instead of 

1 + Rw: 1 + Rw 
and this fall would maintain for a time some investment in Z’, quite 
apart from the income effects of investment as a whole. 

But we are dealing with an open economy and any fall in the relative 
price of Z in country A will be felt in country B, since there are no trans- 
port costs. But for the same reason commodities A to Y (other than 
services) can flow freely from country B to A. Hence equilibrium can 
only be found by investment in Z extending beyond the domestic needs 
of country A to meet those of country B. As goods move more easily than 
capital this means that Z’, the industry in country A, must go on ex- 
panding while Z’’, the handicraft industry in country B must contract, 
its displaced labor going into one or all of industries A’’ to Y’’ to pro- 
vide exports to country A. 

However we know very little about this shift. We know that each 
machine in Z’ devoted to export production will require Z, men to 
work it in country A, and release L,+C,o, men in country B. We know 
that on the completion of the labor shifts country B will be importing 
L,+C,o, units of Z and exporting the same amount of other things, 
while Z, units of these other things will no longer be produced in 
country A, with the result that A is net C,c, units better off in the things 
their investors wish to have. But many combinations of exports 
from country B to country A are consistent with this result and there is 
nothing in our assumptions to say which will be chosen. A set of minute 
differences in natural resources, or transport costs, or tastes, or abilities 
would suffice to determine a pattern: but to leave the field clear for such 
factors to be discussed at a reasonable quantitative level, it is best not 
to call them in to help now. Instead we will assume arbitrarily (a) that 
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C,c, of the men released in country B will be used in fact to export pre- 
cisely the things entrepreneurs want to buy more of, and (b) that the 
L, men released in country B are scattered over the whole range of 
industries A’’ to Y’’ replacing man for man the labor of the Z, men in 
country A who shift from industries A’ to Y’ into Z’. This is no doubt 
absurd as a description of probabilities in the real world: but it is con- 
gruent with the deliberate absurdities of our assumptions. 

Thus trade opens up with all prices unchanged and an exchange rate 
of 1£A=1£B. The possibility of this trade postpones the fall in the 
price of Z that would otherwise have occurred and, by permitting all 
investment to continue with a physical productivity of o, for a bit 
(postponing the fall to a program mainly composed of investment 
yielding only a,), raises the real output of country A above what it 
would otherwise have been. But the whole increase (as in Phase One 
when there was no trade) goes to the investors in country A. Wage 
earners in A are kept where they were, and prevented for a period from 
receiving the gain that would have come from a fall in the price of Z. 
Their real wages and those of B (where real wages are still the only 
income) remain unchanged. The gains of trade are all on A’s side; but 
B makes no loss. 

Phase Three. Measured in terms of volumes of output or scale of labor 
shifts in relation to total output and labor Phases One and Two may be 
very trivial, though if our Z were a large industry, e.g., textiles, and if 
our capitalists devoted much of their increased incomes to consumption, 
the processes involved might take many years. 

However, eventually Z’’ disappears and with it the opportunity of 
investors in A of earning as much as a, on their investments. If they go 
on saving at all—and we shall assume they do—they have to move on 
to investment in Y’. Then the price of Z falls and for the first time a 
price falls relative to wages and real wages rise. They rise in both coun- 
tries. The comparative advantage of country A in the manufacture of 
Z becomes obvious to all. The commodity terms of trade move in B’s 
favor and there are now gains from trade in both countries. 

If B’s demand for Z is elastic, further investment in Z’ is implied, 
and further exports from B are available to pay for the increased ex- 
penditure on imports, since B’s domestic consumption of commodities 
A to ¥ is reduced. If, on the other hand, B’s demand is inelastic there is 
a reduction in the volume of exports, providing in country B additional 
labor for domestic consumption of commodities A to Y, and in country 
A allowing investment to be concentrated in Y’. But no dramatic in- 
crease or fall in trade need be expected unless the price change is sharp, 
i.e., unless o, is very much smaller than o,. During the mechanization of 
Y’ there will be no change in events in country B, or in trade between 
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the two countries: as in Phase One all the adjustments will be going on in 
country A. But when Y’ is fully mechanized, there will be a new stage 
in the development of trade as Y’’ is destroyed, exports from industries 
A” to X’’ paying for the resources in A which are transferred to the 
export sector of Y’. Note, however, that this export sector is less than 
half the total even when the elimination of Y’’ is complete, since Y’ 
meets not only the equal demands for Y from the wage earners of the 
two countries, but the demands of A’s capitalists as well. 

We can readily imagine a steady progression of the margin of mecha- 
nization down the scale of physical productivities, back from ¢,. Each 
step involves temporary arrest (or even relapse to a new level) in the 
growth of trade while A mechanizes her own handicraft industry fol- 
lowed by an expansion as she expands it to replace the corresponding 
handicrafts in B. At each stage B’s commodity terms of trade improve, 
and it is through this mechanism that the wage earners of B share in 
the gains from accumulation in A. The pace of change depends entirely 
on the shape of the curve connecting the various a’s, the tastes of the 
populations, and the savings propensities of the capitalists of country 
A. Should the latter cease to save, the whole progress of the two econ- 
omies would come to an end in a new stationary state. But we shall 
assume that they go on to what will prove for them a somewhat bitter 
end. As each stage passes B loses a handicraft industry and becomes 
increasingly specialized. A, on the other hand, is not on our assumption 
losing any industries completely, but is instead expanding her manu- 
factures and contracting her handicrafts which are being pushed out by 
the combined pressure of her manufactures and her imports of B’s 
handicrafts. The only handicrafts not contracting are engineering (the 
handicraft industry that produces machines for all other industries) and 
services. Even in the case of services the rise in their price relative to 
manufactures may involve a reduction in sales through substitution 
effects greater than the rise through income effects. 

It is well perhaps at this point to assume that engineering is itself 
high in the list for mechanization, say at V as before. This has a certain 
realism, and it helps us to escape the possibility implicit in our assump- 
tions that B exports capital goods. 

Two events, one an episode that will recur, the other a new form of 
systematic change, will disturb or end the progressions of Phase Three. 
There is nothing in our assumptions to say which happens first. But we 
might christen the appearance of a service industry on the margin of 
mechanization Phase Four. 

Phase Four. Industry S, say, produces a service: an unexportable 
product such as railway transport. When the rate of interest falls to the 
level of o,, S’ is mechanized in the ordinary way, but when this is done 
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there is no means of providing the mechanized service to B by exports, 
and rather than pass on to R, ¢,<o,, country A will have to mechanize 
S”’ in situ. The net release of labor in S’’ will be exactly sufficient to 
pay the interest on the loan. Here, therefore, is the first international 
lending in the history of trade between A and B: it arises because it is 
cheaper to transport capital to produce S (which can be done at nil 
cost) than S itself (which is infinitely costly to transport) and because 
simultaneously the machine C, will for the present earn o, per unit cost 
(apart from the correction for the mechanization of engineering) if em- 
ployed in B, but only o, (with the same correction) in A. 

The assumptions made more or less preclude local costs of invest- 
ment: but it is evident that they would easily be met by a temporary 
cut in B’s exports, and an expansion of A’s handicrafts financed out of 
part of A’s investment. 

There is nothing in our assumptions to say how many or how bunched 
in suitability for mechanization services may be. But in our frictionless 
world they cause no trading difficulties. 

Phase Five. All this time country B has been making no savings on 
her own account. Her populace has been assumed to remain too poor 
for savings, despite the increase in their real wages. The same condition 
has been supposed to describe the wage earner’s behavior in country A, 
real wages being equal in both countries. All the savings have been made 
by the descendants of the original capitalists in A, those who by some 
fortunate chance, pre-eminent parsimony, or successful crime became 
rich enough to start the accumulation process moving off. Eventually, 
however, wage earners in both countries will become rich enough for 
first the most miserly, later the merely careful and finally all but the 
spendthrift to start saving on their own account. 

There comes a year, say on the completion of the mechanization 
of N, when the rate of interest falls from o, to o,, and with it the price 
of B’s imports of manufactures. She takes some of her increased real 
income in the form of machines from A rather than as hitherto only 
increasing consumption. 

There is here a difficulty. The return on all investments is now on. 
But the only manufacturing industry in B is the foreign-owned service 
industry S’’ and any other like it. Apart from this all manufactures are 
imported. B has by assumption a preference for investing at home. 
She can certainly invest in S’’ up to the limit of any increase in demand 
that may have been associated with the most recent fall in costs. She 
can certainly invest in M’’, where capital will be just as productive and 
costs at the existing exchange rate the same as in A, where M’ is cur- 
rently being mechanized from A’s own resources. But she cannot invest 
and secure as much as ¢, in any industry A to L. The question arises 
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whether she can invest in the manufactures she does not possess, saving 
imports, and correspondingly cutting exports. 

It is quickly apparent that she can. Let us neglect the adjustment for 
the mechanization of engineering, and suppose she spends C, on im- 
porting a machine for the original manufacture Z. It will produce a 
gross output of O, units of Z next year, or L.+C,o,. The present price 
of Z is 


£ | + Cia 
Cans. 


so that the value of this output will be £2,+C.c,,, and pro tanto this 
amount of imports will be saved. But the labor required will have to be 
drawn from handicrafts and as domestic consumption will not decrease 
this will have to be drawn from exports, and will reduce exports by £Z,. 
Thus B will gain a net saving of imports of £C,¢,, out of the act of in- 
vestment considered by itself. But there is no need for her to encounter 
any balance-of-payments difficulties. All commodities (except services 
and possibly M) enter international trade and this £C,c,, can be spent 
either on increasing imports of manufactures, or on reducing exports of 
handicrafts, entirely according to the investors’ tastes. Meanwhile in 
country A, LZ, men are directly released from exports while L, men are 
directly required to replace handicrafts imports of A to M. A machine 
C, is also released but we have assumed that capital is perfectly trans- 
ferable, and there is in M’ a partially mechanized industry where the 
same return o,, can readily be earned. (It is likely indeed that as income 
is increasing in country A, the L, men and the C, machine will be reab- 
sorbed into Z’ to meet increasing domestic demand, releasing the equiva- 
lent new local investment resources to hasten the expansion of M’.) 

It is therefore open to B’s investors to put their capital into any of 
the industries already turned over or being turned over to manufactur- 
ing. This conclusion is, of course, the counterpart of the difficulty we 
found over B’s exports: that they could be from any nonservice handi- 
craft industry. But as in that case, in order that we may have a clearer 
field for considering these factors later, we may resist the temptation 
to introduce a grain of realism about natural resources, differing abilities 
or transport costs to determine the industrial pattern of her behavior. 

Perhaps it should be noted also that were country B to put her funds 
into M’’, though she would not immediately save imports (indeed they 
might temporarily rise if much of the net product were spent on manu- 
factures), she would do so when M’ became completely mechanized, for 
at this point country A would have to pass quickly on to L’, and not 
take over much (or possibly any) of the supplying of M to country B. 
The start of savings from current wages in B is simultaneous on our 
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assumptions with their start in A. But since the capitalists of A are still 
(presumably) saving, aggregate investment in B remains less than in A. 
A not only has a large start in industrialization but she goes on increas- 
ing her absolute lead. 

Phase Six. To discover what is likely to happen in the final stages it 
seems to be necessary to look rather more closely at the possible evolu- 
tion of the patterns of demand as income grows. We have so far made 
no assumptions about this, but it is impossible any longer to avoid 
doing so. 

The two countries started off extremely poor. The quantity actually 
consumed of each commodity produced was therefore in some sense es- 
sential. Consequently we should expect that when consumers have a 
choice between having a lot more of one commodity or a little more of a 
lot, they probably decide on the latter. It is therefore improbable at this 
stage that the demand for any newly mechanized commodity is elastic 
when its price falls. This implies for example that while industry 2’ 
is being mechanized most of the labor released for the production of 
other consumption goods will go into commodities A to Y: the capital- 
ists will increase their consumption of many goods rather than concen- 
trating on a few. Similarly when Z is fully mechanized and its price falls 
as the margin moves on to Y, not very much, though certainly some, of 
the additional demand of the wage earners will go on Z: it will be well 
spread over a wide range. So long as this is the case the output of Z’ 
and Y’ will probably not be much more than doubled (and the labor 
force less than doubled), when they take over the supply of B’s market: 
the labor from Z’’ and Y’’ will find an easy outlet in the handicrafts 
industries A to X, for the home and export markets. 

But later, as growth occurs, these relationships need not hold. Margin- 
al increases in consumption may be heavily concentrated on particular 
commodities—the comforts and eventually the luxuries. Not only may 
some goods emerge as “‘inferior,”’ but as relative prices change there may 
be substitutions which absolutely reduce the demand for some goods. 
Having for a century or so consumed more and more beef and beer, 
the time may come when wage-earners in both countries start reducing 
their intake of these handicraft or lowly capitalized products in favor 
of cinemas and motorcycles, though no doubt they will always continue 
to consume more of the former than they did at the beginning. The 
capitalist grandfather may have had a mansion and a flock of footmen: 
the grandson, though richer in real terms, may prefer a flat and a fast 
car. In both cases the change is entirely consistent with a constant 
pattern of tastes: the consumer is merely impelled by rising incomes and 
changing prices to a different position in his universe of preferences. 
For these reasons it would seem sensible to assume that beyond a point 
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the increasing demand for handicrafts “‘low in the alphabet,” the goods 
that remain persistently hand-made, and the increasing demand for 
goods with low capital-labor ratios, whether early mechanized or late, 
will taper off and eventually become negative. At the same time—the 
same assertion in other words—the proportion of real income (income 
at handicraft prices) which is taken in the form of highly mechanized 
goods will increase. There will no doubt be exceptions but this will prob- 
ably be true of broad commodity classes. 

The next critical point that will be reached in the two economies 
would then appear to come when the mechanized sector of country A 
absorbs the whole population of A with the exception of unmechanized 
services (some of which may be unmechanizable as well). Forgetting 
about the services, the position may be reached when, say, Z’ to M’ 
are all mechanized and are the only industries in A. Those of them with 
high capital ratios will, as a group, have been expanding fast as the mar- 
gin moved back along Q, P, O, N, and it is conceivable that there may 
have been an absolute contraction in demand for A to L, and even for 
N to Q. But there is nothing in this that prevents some of A to L (now 
confined to country B and supplying all A’s needs) being mechanizable. 

Country A must now almost inevitably invest in country B. It is not 
entirely certain. For as the rate of return falls (with the mechanization of 
L, K, J, - - -) there will be large investments required in those indus- 
tries out of M’ to Z’ with high capital-labor ratios for whose products 
demand is ex hypothesi price-elastic. Some capital (as well as some labor), 
will be released for those from the other industries whose products are 
being driven out, but more capital will be wanted, and it is not incon- 
ceivable that this will absorb all A’s savings. But it seems more plausible 
to suppose that there will be a regular ‘“‘surplus” for overseas invest- 
ment, and that A which had previously only invested in readily mecha- 
nizable services overseas intermittently now moves into a persistent 
surplus. 

The situation is complicated by the fact that country B is also sup- 
posed to be investing at this point. This is an arbitrary supposition 
in the sense that savings habits, about which we have made no detailed 
assumptions, may be such that Phase Six precedes what has been called 
Phase Five, but the order of events assumed seems the more realistic. 
We found in Phase Five that B could invest in any mechanized or parti- 
ally mechanized industry. Were this still the case we would be in diffi- 
culties about the future pattern of events, for there would seem to be 
extreme alternatives of very different kinds. 

Suppose B’s population put all their own funds into the old highly 
mechanized industries. Then the new plants would be entirely import- 
saving. They would meet not only the current increment of demand in 
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B (é.e., prevent an increase in imports), but actually reduce imports. If 
it were small enough this reduction might not prevent investment in 
these industries in country A, since A’s demand will be increasing also, 
but it might go farther and actually reduce A’s output. Whichever the 
actual result of B’s import-saving it would release new investment funds 
in A for other uses, and if large enough it would release existing capital 
and labor from the affected industries also. A could and would use some 
of this for import-saving at the other end of the scale, but ex hypothesi 
since the released resources would be from high capital-labor ratio in- 
dustries, A’s investors would have a surplus of capital for export. Thus 
on this supposition about B’s investment policy, current trade would 
decline, but A’s overseas investment would be forced up. The capital 
structures of the two countries, having reached a peak of specialization, 
would start to approximate each other again. The proportion of their 
output which each country consumed domestically would start increas- 
ing again. 

On the other hand, suppose B’s investors concentrated on the mecha- 
nization of their marginal handicrafts and on the low capital-labor ratio 
industries. Then A’s investments could be concentrated on the high- 
ratio industries, for home and export, drawing labor and capital from the 
others, and any surplus of new savings would go to hasten B’s mechaniza- 
tion and the replacement in B of low-ratio industries displaced from A. 
Development of this kind would involve A in an increase in domestic 
capital intensity, and growing specialization upon the export of highly 
manufactured goods, while B would be developing old, low capital in- 
tensity manufactures for both markets and, of course, mechanizing 
the hitherto unmechanized. By comparison with other situations, B 
would be losing in terms of real output but gaining by the terms of trade 
and by reduced interest payments, A’s foreign investments being smal- 
ler. The real wages of the citizens of the two countries would be the same 
but the patterns of trade and output would be very different. 

Put in terms of a choice by B’s investors there seems no reason why 
one pattern of development rather than the other will emerge. But in 
fact our assumption of a minuscule prejudice against foreign invest- 
ment slightly stronger than the prejudice against trade will ensure that 
the second alternative will be adopted, for that minimizes A’s foreign in- 
vestment. Phrased familiarly one can imagine that A’s investors would in- 
sist upon investing in high-intensity industries even at the risk of a slight 
fall in returns compared with the potential return on the extra foreign 
investment they would otherwise have to make, and this threat is suffi- 
cient to prevent B’s investors establishing these industries. Thus the 
pattern of investment in B in Phase Six is determined even though in 
Phase Five it was not, because regular overseas investment by A was 
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not required. Harking back we may therefore suppose that B in Phase 
Five anticipated the pattern that will be required in Phase Six. 

Final Phase. The end is now approaching. There are two possibilities. 

Net investment can come to an end because the rate of return, 
though still positive, attracts no new savings. The stationary state 
reasserts itself. Then A, having more capital within its own frontiers and 
owning some in B as well, is the richer of the two countries, simply 
through having more capitalists. The difference between the two coun- 
tries’ incomes consists partly in the excess of A’s domestic output over 
twice her exports, and partly in a surplus of imports from B paid for by 
interest on overseas investment. No industry is common to the two 
countries except services. Real wages are the same in both countries. 
No migration has ever been required. 

Alternatively, and we may as well take this as our ultimate, the inves- 
tors may finally compete themselves out of existence, pushing the mar- 
gin of investment to the industry with a machine of zero physical pro- 
ductivity. Then all income becomes wage incomes again and all costs 
wage costs. Real wages are the same in both countries, but A has the 
bulk of the capital, the higher physical productivity per head and 
the worse commodity terms of trade. All trade is a simple exchange of 
A’s highly mechanized for B’s lowly mechanized or handicraft commodi- 
ties. Prices are all at the minima described in Section I. As there are no 
transport costs the two governments could if they wished (from this 
time henceforth, but not before) decide to export half their capital of 
every kind and carry on without any trade at all. 


IV. Some Assumptions Modified 


The numerous absurdities of this model fall into two groups: those 
which are required to produce the simple accumulation sequences sum- 
marized in Section I, and those which were introduced in Section II 
to make the model readily applicable to international trade. Obviously 
if a fully developed and realistic dynamic theory of international trade 
were to be attempted, the first group would have to be excised first, so 
that we might have an adequately realistic dynamic theory of value and 
distribution as a basis for a realistic theory of trade. But still more obvi- 
ously, so large a task cannot be performed here, so to speak, en passant. 
All the writer can do is to hope that the reader will temporarily swallow 
the large proposition that the caricature of accumulation given in Sec- 
tion I has sufficient resemblance to the real thing for its application 
to some slightly less ridiculous international trading conditions to be 


3 \ third is that the “old capitalists” of A—the heirs of the original investors who started 
all this—will actually dissave to postpone a reduction in their consumption as the rate of re- 
turn falls. This leads to B becoming eventually the leader, but the end-points are the same. 
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worth while. Two pleas can at least be put up in favor of this. First, 
in the field of prices and of distribution no large proposition universally 
contradicted by all known evidence about growth has been advanced. 
And second, the argument about trade has led by reasonably simple 
steps to a number of propositions—e.g., about overseas investment, 
specialization, and the terms of trade—which might, by a hasty reader, 
be held to possess some bearing on some of the history of trade in the 
past few centuries. It would certainly not be worth while elaborating 
the assumptions about trade very much while the accumulation model 
is so rickety, but, prefaced with these deprecatory noises, a few brief 
and unsystematic notes on what would happen if the more outrageous 
of the postulates were amended may perhaps be offered. 

Leadership from a Small Country. We made countries A and B, among 
many other queer things, the same size. What would have happened 
had A, the first accumulator, been a small country and B very large, 
say, the rest of the world, all other conditions being unchanged? 

After mechanizing Z’ for home-market purposes (during which time 
labor released goes into industries A’ to Y’ and there is no trade), A’s 
investors would start expanding Z’, exporting the product (at unchanged 
prices) and importing handicrafts in payment, men released from Z’’ 
making them. But Z’ would now expand many times over before Z’’, 
originally very much larger than Z’, is wholly abolished. Conceivably 
(to take a strong case) it would be impossible: Z’ would have to expand 
to take up more than the whole labor force of A (except for services) 
before this happened. Then the investors would have to start investing 
abroad: Phase Six would follow straight on Phase Two. Investors would 
grow richer and richer while investment went on in Z’’ without the wage 
earners of either A or B yet gaining. All the nonservice consumption 
goods of A would be imported (other than Z), a constant flow of necessi- 
ties for the poor, a mounting flood of luxuries for the rich. When finally 
Z"' was fully mechanized all investment would continue abroad in Y’’ 
then X’’ and so on, and indeed to the extent that service industries in 
A would expand to meet the capitalists’ and the wage earners’ increas- 
ing demands, exports from A would actually decline. There would be 
two exceptions to this: (1) Whenever an industry with a higher capital- 
labor ratio appeared on the margin of mechanization, A would, in order 
to minimize overseas investment, move over to it, replacing Z’, or what- 
ever it be, by imports after reinvestment overseas. (2) Whenever a 
service industry so appeared it would, of course, be mechanized in A. 

It is curious that in this case the rising real incomes of A’s wage earn- 
ers are (except for the occasions when service products fall in price) de- 
rived from reduction in import prices, though the commodity terms of 
trade of A will steadily worsen. 

The capitalists of A become an opulent and imperial race owning 
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more capital abroad than at home. Their doom will eventually lie in the 
fall in the rate of dividends they receive, and one may imagine them 
eventually selling out to new investors in B to maintain their consump- 
tion standards—or being very prone to expropriation. Alternatively, 
one can devise the fancy that a government of A having controlled im- 
migration (and prohibited the emigration of capitalists and their securi- 
ties) could redistribute income from the rich to the wage earners, so 
discriminating in their tax methods that the rich cease investing, but 
do not disinvest. Provided the inhabitants of B have not yet started 
saving on their own account, and the moment is well chosen, the wage 
earners of A might well in this way become, and stay forever, richer than 
they could have been any other way; and it is even arguable that A’s 
capitalists taking a long view should not object. Properly bemused by 
talk of past exploitation, the inhabitants of B also might positively 
applaud the move, not noticing their own progress to have been entirely 
blocked. 

Dependence in a Small Country. Next suppose A very large (an Ameri- 
ca) and B very small (a Ceylon). Phase Six will be omitted. Ceylon will 
end up with an American standard of living but with no manufactures 
(except services) importing everything else except a few inevitable 
handicrafts, and exporting these same inevitable handicrafts. (Had we 
allowed for differences in natural resources, it would have been possible 
to end with Ceylon richer than America, living off rents from types of 
natural rubber which even free capital cannot extract from a synthetic 
rubber industry.) 

Immobile Capital. Reverting to the case of economies of equal size, 
consider what the course of events would have been had everything 
been the same except that capital requires a double return to induce it to 
cross frontiers. Then when the first service industry S’ is mechanized 
in A, capital is not then invested in S’’ in B. Consequently for a period 
subsequently the price of S is higher relatively to other commodities in 
B than in A. As the freedom of trade must equalize all other prices, and 
the freedom for migration must equalize real wages, the inhabitants of 
B will pour into A. To prevent this, assume that labor is very immobile 
internationally—the country which is frightened of overseas investment 
is probably shy too of admitting foreigners to citizenship. Then real 
wages in B fail to rise as fast as they do in A. But if investment from 
local resources starts in B before the rate of return in A has halved, all 
investment in B will go into S’’. If the rate halves first, A will duly 
mechanize S’’, but later than would have happened otherwise and for a 
double return which only just compensates for the investor’s misery 
at being so far from his physical assets. He will then be bought out when 
B starts investing. 

The situation is more intricate when the full mechanization of A is 
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reached. For rather than invest overseas for the present full return, A’s 
investors would be prepared to see their return in A halved. They will 
concentrate wildly on the highly mechanized industries with elastic 
demands, and (if prepared to go on investing at all in face of the col- 
lapse of their profit incomes) will force a violent fall in their prices. By 
comparison with the model of the last section, country B will gain on the 
commodity terms of trade, but possibly lose through the decline in A’s 
overseas investment (which will have some effect on domestic incomes 
via its effect on costs). The progress of real income may be slower than 
before—though even this is doubtful if wage earners’ savings in both A 
and B are stimulated by the greater fall in consumer-good prices. Only 
when the rate of profit in A is halved—or rather more than halved, 
since it will be falling in B simultaneously—will A recommence overseas 
investment. The chief peculiarity of this set of sequences compared 
with those of the last section is that it seems possible that B’s capitalists 
may now have a spell of being richer than A’s. But the same euthanasia 
will descend upon them both if they persist in saving to the point of 
zero returns, and it would seem that in this case the economies would 
end up in the same trading conditions. 

More Commodity Transport Costs. The “service”? industries of the 
model are simply those producing goods with infinite international trans- 
port costs. In our model, these costs were thus either infinite or zero. 
A crude but not perhaps wholly unilluminating way of relaxing this 
grotesque postulate is to suppose that there is an intermediate range 
of commodities with substantial transport costs which remain fixed in 
terms of labor costs, say because transport is virtually a handicraft in- 
dustry; all else being unchanged, including the international mobility 
of capital. 

Then there will be another block of overseas investment whenever 
one of these industries is reached in the progress of industrialization, 
and the degree of specialization finally reached is distinctly less. 

It may be noted that if the late starter, B, chooses to impose tariffs 
on some of A’s manufactures, these will have exactly the same effect as 
transport costs. Capital will be forced to migrate from A, and the spe- 
cialization of the two economies will be hampered without (on our as- 
sumptions) any real loss to either. This presupposes, of course, that B 
still has sufficient handicrafts exports in the nil-transport cost class.‘ 
Tariffs, however, will have a most gratifying consequence to B if A is 
taxing investment income, having at the same time entered into a double 
taxation agreement with B, by which B’s tax gatherers have priority 
over their own. B can then devise a combination of tariffs and profits 
tax which compels A’s investors to put their funds into B, and leave 


* Or, at a more realistic level, if some of B’s exports were the result of natural advantages. 
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much of the return on them in the hands of B. B will in these circum- 
stances enjoy a rate of progress that will be the admiration of all; and 
the envy of A. This is a fiction that almost approaches the oddity of 
truth. 

The reader may be left to put our toy economies through other paces. 
Not uninteresting exercises are possible by combining a three-tier com- 
modity transport cost of the kind just put forward with partially im- 
mobile capital and very immobile labor: then A’s wages rise for a long 
period above B’s, though they do not seem ever to fall. Or, the case of 
counties rather than countries, goods and capital may be harder to move 
than labor: then the Scots pour into England. 

In conclusion, however, the reader should be reminded—if only to 
show that the author has not forgotten—that these models have no 
scarce natural resources, no inventions, no differences in national cul- 
ture or ability, no monopolies, no changes in taste, no depreciation, no 
problems of technical transition and no population changes. Any re- 
semblances with reality that may have been noticed in the progressive 
changes described have therefore to be treated as curious coincidences 
until it is shown that these omissions do not in fact make as much dif- 
ference as perhaps one thought. 


GERMANY’S EXTERNAL ECONOMIC POSITION 
By H. J. DERNBURG* 


The monetary reform of mid-1948, which in introducing the Deutsche 
mark (D-mark) canceled approximately 90 per cent of Germany’s 
cash holdings and deposits, awakened her economy from the stagna- 
tion into which it had fallen after the surrender. Black-market and bar- 
ter transactions which, along with trading at fixed prices under ration- 
ing and allocation controls, had characterized Germany’s exchange 
economy in the early postwar years, disappeared overnight; and a 
homogeneous price system re-emerged. Most important, the cancella- 
tion of a large proportion of the monetary “overhang,” that was a leg- 
acy of the war, created incentives to work and to save. Production, 
which prior to the reform had been running at very low levels, made 
spectacular advances. In short, the reform brought about what has be- 
come known as the “miracle of the D-mark.” 

This miracle, however, could not have been performed, and could 
not have had more than passing effects, without strong initial injec- 
tions of United States aid and the adoption by Germany of well-con- 
sidered economic and fiscal policies. First, most of the wartime controls, 
such as price controls and rationing, which had been continued under 
the occupation, were abolished with a view to restoring a high degree 
of laissez faire. Secondly, the tax system was overhauled so as to en- 
courage investments and exports rather than consumption. Thirdly, 
orthodox monetary policies have been followed, which, especially at 
the time of the Korean boom, helped to keep inflationary pressures 
from exerting undue influence on the wage and price level and on Ger- 
many’s ability to compete in world markets. 

The success of these policies is reflected in Germany’s remarkable 
economic and financial recovery. Her industrial production has in- 
creased by more than 140 per cent since 1948; owing mainly to the 
absorption of laborers from East Germany, the number of employed 
has risen to 15.7 million in 1953 from 13.5 million in 1949, while the 
number of unemployed has remained little changed (about 1.2 million), 
representing, in 1953, 7.8 per cent of the potential labor force. The cost 


* The author is an economist in the research department of the Federal Reserve Bank 
of New York. The views he expresses are his own and are not meant to reflect those of the 
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of living has remained virtually unchanged since 1949, while real in- 
dustrial wages have risen substantially. 


I. Balance-of-Payments Developments 


Most striking in the years since the currency reform of mid-1948 has 
been the general improvement in Germany’s balance of payments. 
From a balance-of-payments deficit on current account the equivalent 
of more than $1 billion in 1949, Germany worked up to a surplus of 
more than $900 million in 1953; if the latter surplus is compared with 
the 1949 deficit, the over-all improvement in Germany’s current ac- 
count position appears to be in the order of magnitude of almost $2 
billion. These developments have been reflected in a considerable 
strengthening in Germany’s gold and foreign exchange reserves, which, 
measured by foreign exchange requirements for imports, are now com- 
parable to those of the sterling area. In addition, the rate for the D- 
mark in international markets has strengthened considerably; in the 
multilateral exchange trading instituted in mid-May 1953 between 
(now) nine European currencies, the D-mark has proved consistently 
strong; moreover, the very substantial discounts on D-mark notes and 
on blocked mark balances have virtually disappeared. In line with this 
progress, German economic and financial policy is at present officially 
oriented toward restoring a large measure of convertibility to the 
D-mark. 

The primary factor in the striking upswing in Germany’s current ac- 
count position is to be sought in the improvement in her terms of trade. 
Comparing the first five months of 1954 with the corresponding period 
in 1950, the volume of exports rose by 167 per cent, and equally impor- 
tant, export prices rose by 19 per cent. Import volume, on the other 
hand, rose much less, 74 per cent; moreover, except for the year 1951, 
the rise in import prices was considerably smaller than in export prices, 
and in the first five months of 1954 import prices were only about 3 per 
cent above the 1950 level. Consequently, Germany’s terms of trade have 
improved by more than 15 per cent since 1950. The improvement in the 
terms of trade, combined with a much larger rise in export volume than 
in import volume, must be considered the principal factor in the over-all 
improvement in Germany’s balance-of-payments position (Table I). 

The conspicuous increase in Germany’s volume of exports in the 
early years after the currency reform reflected German ability to bring 
idle labor and unutilized resources back to work. Over the period as a 
whole, the relatively high level of business activity in the United 
States engendered a large demand for imports from Germany in the 
United States, and indirectly, as a result of rising business activity, in 
nondollar area countries, thus creating a sellers’ market for such Ger- 
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TaBLe I,—GERMAN ForEIGN TRADE VOLUME, 
AND Import AND Export PRICES 


(1950= 100) 


Physical Volume Average Prices 


Imports Exports Imports Exports 


1950 100 100 100 100 
1951 102 143 127 122 
1952 118 154 121 131 
1953 133 180 106 123 


Year or Quarter 


1950—I 91 72 97 100 
u 30 98 100 
Ill 102 98 99 
IV 127 107 101 


1951—I 113 130 116 110 
Il 87 143 130 119 
Il 103 152 136 127 
IV 105 149 128 129 


1952—I 115 144 132 131 
it 99 148 127 133 
Ml 112 155 116 132 
IV 145 171 111 128 


1953—I 121 151 111 126 
I 126 174 107 123 
til 131 180 104 122 
IV 155 216 98 121 


1954—I 144 197 100 120 
[i> 158 210 100 119 


(Index of export prices X 100), 
(Index of import prices) 


* Ratio of export prices to import prices: 


» April and May only. 
Source: Der Aussenhandel der Bundesrepublik Deutschland. Teil 1, Zusamenfassende Uber- 
sichten, Statistisches Bundesamt, Weisbaden, May 1954, and earlier issues. 


man products as machinery, cars, and other highly specialized finished 
products. Germany was therefore able to raise export prices and at the 
same time increase the export volume. Moreover, as a result of persist- 
ing dollar shortages, European nations and nations overseas continued 
to discriminate against imports from the dollar area and to look for 
substitute sources of supply. Germany, especially as an exporter of 
capital equipment, offered an alternative source of supply, and greatly 
benefited from these shifts in trade. This factor was of considerable 
importance after Korea when Germany’s foreign trade partners started 
rearming. Unlike her neighbors, she has not had to devote any of her 
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Germany’s exports, moreover, have been encouraged by tax incentives, 
a system of export credit insurance, and, to a minor extent, long-term 
export credits and foreign-exchange retention schemes. Aggressive ex- 
port promotion on the part of private industry through participation 
in international fairs and otherwise, as well as the fact that German 
industry is export-minded and flexible in adjusting itself to changing 
foreign import requirements, may also have played a major part in 
the country’s comeback in international markets. 

As regards the development of import prices, Germany has benefited 
from the decline in primary commodity prices (under way rather 
steadily since August 1951) more than some of the other European 
nations. The country appears to have made most of this development 
by freeing imports from quota restrictions (after her post-Korea bal- 
ance-of-payments crisis had been overcome) at a more rapid pace than 
some of the other European nations, thus allowing her importers to 
buy in comparatively cheap markets. The fact that Germany’s terms 
of trade improved more strongly than those of other nations (see 
Table II) appears to have been due not only to the relative rise in her 


TABLE IT.—IMPROVEMENT IN THE TERMS OF TRADE OF SELECTED COUNTRIES 
(1950 = 100) 


Country 1951 


Germany 

France 

United Kingdom 
Netherlands 
Belgium-Luxembourg 
Sweden 


Source: OEEC computations. 


resources to the support of an army of her own, and has been free of 
the economic and defense commitments toward overseas areas that 
have proved a considerable drain on the economies of several other 
European nations. 

Generally speaking, Germany has been in a favorable competitive 
position as a result of a relatively low pattern of wage costs, and by 
following prudent monetary policies which have contributed to keeping 
the price level from getting out of hand. For various reasons, some of 
her trading partners both in Europe and overseas, on the other hand, 
did not follow such policies, with the result that their currencies became 
overvalued; this condition, in turn, created on their part a higher pro- 
pensity to import from Germany, while discouraging exports to her. 


| 1952 1953 

96 | 107 116 
91 102 106 
88 95 104 
97 98 99 
110 114 102 
122 115 
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export prices’ but also to this favorable set of circumstances on the im- 
port side. 

The most potent factor in bringing about Germany’s favorable bal- 
ance-of-payments position has been her comparatively low prospensity 
to import, compared both with the prewar years and with other indus- 
trial nations.’ It appears that, as a result of decades of tariff protection 
and especially the autarchy movement during the Hitler period, Ger- 
many’s economy has become relatively self-sufficient. The production 
and domestic use of newly developed materials as well as the more spar- 
ing use of materials in general, whether domestically produced or im- 
ported and whether for manufacturing goods for the home market or for 
export, are characteristic of this development. Moreover, Germany’s in- 
vestments require relatively few imports, as the country is a large pro- 
ducer of coal, steel and equipment. In addition, most of the industrially 
produced essentials on the German consumer’s shopping list are being 
produced in Germany at competitive prices, thus excluding their impor- 
tation. Only in the agricultural sector is there a considerable amount of 
tariff protection. Clearly, in its absence, and even more importantly in the 
absence of the German system that raises the price of imported agri- 
cultural products to the higher price level of domestically produced 
goods, German agricultural imports would be considerably larger. But 
price protection of agriculture is deeply ingrained in the German econ- 
omy, and may be considered, as in other nations, a rather permanent 
feature. Germany’s comparatively low propensity to import therefore 
appears to have rather basic structural causes. 

Because of the varying degrees of convertibility of the world’s cur- 
rencies, Germany’s balance of payments, like that of many other na- 
tions, is compartmentalized. The special conditions that have prevailed, 
and are likely to prevail in the foreseeable future, in Germany’s inter- 
national transactions with, respectively, the dollar area, the European 
Payments Union area (EPU area), and the group of countries with 
which trade is settled on a strictly bilateral basis (the so-called bi- 
lateral-clearing-agreement countries) therefore require separate con- 
sideration (Table IIT). 


A. Dollar Area 

In the late ’forties, the dollar area,’ and especially the United States, 
was Germany’s largest source of imports. With exports to the area at a 

* German export prices in the second half of 1953 were 22 per cent above the 1950 level, 
compared, for example, with Belgium-Luxembourg (10 per cent) and the United King- 
dom (19 per cent). 

* For a discussion of this interesting phenomenon, see Dr. Otmar Emminger, Deutschland’s 
Stellung in der Weltwirtschaft, Kieler Vortrage, Neue Folge 4 (Kiel, 1953), p. 15. 


*In the German statistics, which are used in this paper, the dollar area includes (in addi- 
tion to the United States and Canada) a number of countries in Central and South America, 


Maly 
i 
Nig 


DERNBURG: GERMANY’S EXTERNAL ECONOMIC POSITION 535 


very low ebb, Germany was running high dollar-area deficits on current 
account, which were financed by United States aid (““Government and 
Relief in Occupied Areas,” and the European Recovery Program). 
Since then, however, Germany has made remarkable progress in closing 


TaBLe ITI.—GERMAN BALANCE OF PAYMENTS PosITION ON CURRENT ACCOUNT 


(millions of dollars) 
Exports Imports 
Goods and Goods and Balance 
Services Services 
All areas: 
1949 1,282.7 2,304.2 —1,021.5 
1950 2,199.1 2,823.7 — 624.6 
1951 3,896.0 3,752.0 + 144.0 
1952 4,814.0 4,253.0 + 561.0 
1953 5,316.9 4,379.8 + 937.1 
Dollar area: 
1949 152.6 1,078.3 — 925.7 
1950 316.9 589.8 — 272.9 
1951 475.6 864.9 — 389.3 
1952 696.0 788.0 — 92.0 
1953 920.8 673.3 + 247.5 
EPU area: 
1949 1,046.0 1,078.0 — 32.0 
1950 1,617.6 2,022.6 — 405.0 
1951 2,859.5 2,383.2 + 476.3 
1952 3,410.0 2,883.0 + 527.0 
1953 3,696.7 3,128.8 + 567.9 
Bilateral-clearing countries: 
1949 84.1 147.9 — 63.8 
1950 264.6 211.3 + 53.3 
1951 560.9 503.9 + 57.0 
1952 708.0 582.0 + 126.0 
1953 699.4 577.7 + 121.7 


Source: Bank Deutscher Lander. 


the dollar gap. The value of German exports of goods and services in 
1953 was about six times as large as in 1949, while imports declined 
over the period by about 40 per cent. Over this period Germany was 
able to lower her deficit on trade account from $979 million in 1949 to 
$48 million in 1953. Even more strikingly, as a result especially of 
United States troop expenditures in Germany (which increased from 
$43 million in 1949 to $235 million in 1953), she achieved in the last 


such as Cuba, Mexico, Panama, Peru, and Venezuela, as well as a number of miscellaneous 
countries in Eastern Europe, Africa, and Asia that do not clear through the EPU and with 
which no bilateral-clearing agreements have been concluded. This miscellaneous group in- 
cludes such countries as China, Rumania, and the Soviet Union, but trade with them is 
extremely small. 
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year a total current-account surplus vis-a-vis the dollar area of $247.5 
million. However, if it had not been for the troop expenditures and a 
small amount of foreign aid,‘ the country would have roughly achieved 
balance with the dollar area. 

On the import side, the improvement in Germany’s trade balance was 
brought about by increasing the production of such goods as coal and 
wheat, which had been imported from the dollar area on a large scale, 
and by meeting import requirements increasingly in other regions, es- 
pecially the EPU area. Through her system of import licensing, Ger- 
many has been in a good position to direct her imports of goods and of 
services (such as shipping) to areas in which her current-account posi- 
tion is strong. She has, moreover, saved dollars by triangular transac- 
tions; dollar commodities have been procured increasingly by way of 
transit imports from other areas ($156 million in 1952 and $173 mil- 
lion in 1953), especially through EPU countries, with the effect that in 
1953, 23 per cent of the imported dollar-area commodities were pur- 
chased in countries other than the dollar area. 

On the other hand, with a view to promoting exports to the dollar 
area, Germany inaugurated in 1950 a dollar-retention scheme, which, 
in slightly different forms and with temporary interruptions, was con- 
tinued through December 1953. In its latest form the scheme involved 
the issuance of so-called “dollar import rights” to German exporters to 
the dollar area for a proportion of their exports, which rights they were 
able to sell at a premium to potential importers from the area. The 
scheme, therefore involved a unilateral and partial devaluation of the 
D-mark vis-a-vis the dollar, the degree depending on the premium that 
the rights commanded in the market. In view of the fact that the 
scheme was criticized by the International Monetary Fund and that 
Germany’s dollar position had greatly improved in the course of 1953 
(thus no longer warranting special incentives for exports to the dollar 
area), the scheme was abandoned. 

Encouraged by her improved dollar position, Germany as of Febru- 
ary 17, 1954 freed from quantitative restrictions some 2,000 of the 
6,000-odd items in her foreign trade statistics, representing, according 
to official German estimates, some 40 per cent of the value of goods 
imported in “private” (non state) trading from the dollar area in 1953, 
and some 30 per cent of the value of all goods imported from that area 
in that year.° The liberalization measure is expected by German authori- 
ties to increase direct dollar imports by an estimated amount of 50 to 70 

‘United States aid to Germany amounted to $923.3 million in 1949, and declined sub- 
sequently to $114.5 million in 1952 and $63 million in 1953. 


*The main freed items were cotton, tobacco, and several important metals, as well as 
certain types of machinery, electrical goods, precision tools, and chemicals. 
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million dollars in 1954.° German spokesmen have indicated that, if all 
goes well, the liberalization list will gradually be broadened. 

As regards the impact of more liberal dollar imports on nondollar 
countries, it should be recalled that some of the commodities included 
in the liberalization list, such as cotton, were already being imported 
to some extent, although at higher prices, for example from bilateral- 
clearing countries (e.g., cotton from Brazil), or else by way of transit 
imports, chiefly through other EPU countries and paid for in their 
currencies. Moreover, by increasing her direct imports, say of cotton, 
from the dollar area at prices lower than those previously paid in soft- 
currency areas, Germany not only may improve her terms of trade but 
also may become more competitive in the world markets for her ex- 
ports, say, of textiles. For all these reasons, the liberalization of im- 
ports from the dollar area, especially if the liberalization list should 
be broadened, may therefore tend to make Germany’s creditor position 
vis-a-vis both the EPU and the bilateral-clearing countries somewhat 
more extreme, and may also tend to increase the inflow of EPU dollars 
into Germany. 

Germany’s over-all position vis-a-vis the dollar area in 1954 and 
thereafter will be influenced not only by her dollar-import liberalization 
move but also, and even to a larger extent, by the resumption of trans- 
fers on her large foreign debt under the London Debt Agreement, and 
of transfers in regard to blocked foreign assets.’ Germany, on the 
other hand, hopes to further improve her position vis-a-vis the dollar 
area, for example by offshore defense orders for equipping the forces 
of the United States and other North Atlantic Treaty Organization 
countries (or possibly those of Germany herself if she should be allowed 
to rearm). To date, very few such contracts have been placed with Ger- 
man firms, and the German government reportedly has been pressing for 
larger orders. Moreover, the outlook for continued dollar receipts from 
United States troops stationed in Germany appears favorable; such re- 
ceipts are likely to continue, whether the European Defense Community 
comes into being or not. Political conditions so far have favored Ger- 
many’s progress toward the closing of her dollar gap, and regardless of 
the ultimate fate of the EDC, and barring a major recession in the 
United States, the prospects are that she will make still further progress 
in this direction. 


* That the increase in dollar imports may be considerable is indicated by the fact that, 
in the first five months of the current year, permits for imports from the dollar area averaged 
$55 million per month, as compared with almost $40 million during the same period in 
1953, the increase amounting to more than 37 per cent. 

* For a discussion of Germany’s newly assumed transfer obligations in the capital sector 
see Section III. 
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B. European Payments Union Area 


Traditionally, the largest proportion of German exports has gone to 
markets in Western and Northern Europe, and it is therefore not sur- 
prising that in this area Germany has made her greatest strides since 
the war. The European Payments Union area‘ is at present Germany’s 
largest trading area, accounting in 1953 for more than 70 per cent of 
both her merchandise exports and imports. The increase in her current 
account transactions with this area has been spectacular: Exports of 
goods and services to the EPU area in 1953 were 3.5 times as large as 
in 1949, and imports from that area almost 3 times as large. Simul- 
taneously, as already indicated, there has occurred a remarkable shift 
in German imports from the dollar to the EPU area. While in 1949 each 
area provided about 47 per cent of Germany’s imports of goods and 
services, the share of such imports from the dollar area declined to 
about 15 per cent in 1953, while that of the EPU area rose to about 70 
per cent. Germany’s dollar-import liberalization move may tend to 
lower that ratio in favor of the dollar area. 

It will be recalled that in the early stages of the European Payments 
Union (which was established July 1, 1950), Germany ran large defi- 
cits with the Union (Table IV). In the period from July 1950 through 
February 1951 she incurred a cumulative deficit of $457 million, which 
cost her a large amount of dollars ($174 million), made her the EPU’s 
largest debtor ($283 million), and threatened the very existence of that 
organization. The deficit was caused chiefly by the swift action of Ger- 
man importers in piling up raw materials before prices rose to the post- 
Korea peak, and possibly by the belief held at that time in certain 
quarters that sterling might be appreciated. However, stringent 
measures on the part of Germany’s central bank in stopping the issue 
of licenses for imports from EPU countries, combined with a raising 
of the discount rate and of reserve requirements and a subsequent 
drastic reduction in bank credits, quickly redressed the situation. Since 
March 1951 the monthly EPU accountings have shown German sur- 
pluses almost continuously, and at the end of April 1953, with a credit 
balance of $292 million, Germany was for the first time the largest 
creditor of the EPU—a position she has held to date. The magnitude of 
the upswing is indicated by the fact that, in the period from March 1951 
through June 1954, Germany improved her EPU position by $1,565 
million: she recovered $174 million that she had paid to the EPU during 

* The EPU area includes the member countries of the Organization for European Economic 
Cooperation (OEEC) and the dependent territories of Belgium, France, the Netherlands, 
and Portugal. In addition, it includes the dependent territories of the United Kingdom, as 


well as the other sterling area countries, such as Australia, Burma, Ceylon, India, New 
Zealand, Pakistan, Iraq, Southern Rhodesia, and the Union of South Africa. 
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TABLE [V.—GERMAN CUMULATIVE POSITION WITH THE EUROPEAN PAYMENTS UNION 
(millions of dollars*) 


Cumulative Credit Gold and Dollars 
Accounting Extended Received from (+) 
As of End of Surplus (+) to (+) or or Paid to (—) 
or Deficit (—) by (—) EPU EPU 
1950—September —173.4 —142.4 — 31.0 
December — 356.7 —216.5 — 140.2 
1951—March —445.8 —272.1 —173.7 
June —272.8 — 182.6 — 90.2 
September —106.0 — 104.8 = 1.2 
December + 43.3 + 43.3 — 
1952—March +135.1 +117.5 + 17.6 
June +311.1 +205.6 +105.5 
September +443 .2 +271.6 +171.6 
December +377.9 +239.0 +138.9 
1953—March +441.2 +270.6 +170.6 
June +577.3 +338 .6 +238.7 
September +660.7 +380.3 +280.3 
December +821.2 +460.6 +360.6 
1954—March +990.2 +545.1 +445.1 
June +1,107.5 +603.7> +503.8 


* Claims of European Payments Union countries against each other are expressed in 
“accounting units” which are equivalent to United States dollars. 

> As regards repayments on the credits, see text. 

Source: OEEC press releases. 


the deficit period; acquired additional dollars to the amount of $504 
million; paid off EPU credits of $283 million; and became a net creditor 
of the EPU to the amount of $604 million. 

The pattern of Germany’s payments in the EPU area can be briefly 
stated. If we disregard the period from July 1950 through March 1951, 
Germany has been running persistent surpluses with all member coun- 
tries except the United Kingdom and the Netherlands. With the latter 
countries she has been running deficits, those with the United Kingdom 
looming particularly large; they are due chiefly to imports of raw ma- 
terials from overseas (including transit imports), for which payment 
is being made in sterling and Dutch guilders respectively. However, 
Germany’s surpluses with the other countries have considerably ex- 
ceeded her deficits with the United Kingdom and the Netherlands, with 
the result that Germany has built up large credit balances with the EPU 
and the latter has become a large source of dollar earnings. Therefore, 
the greatest benefits derived from the EPU have been the importation 
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especially of sterling area commodities paid for with surpluses vis-a-vis 
other EPU countries, and the accumulation of dollars as a result of 
Germany’s over-all surplus with the EPU. 

Germany’s EPU quota, originally established at $320 million, was 
increased as of July 1, 1951 to $500 million. However, since June 1953, 
when Germany’s cumulative accounting surplus with the EPU first 
exceeded the $500 million mark, successive so-called rallonges, aggreg- 
ating $300 million, have been added to the quota. Under these rallonges, 
which are in effect quota extensions, surpluses have been settled half 
by the granting of credit by Germany and half in dollar payments 
by the EPU to Germany. However, Germany’s cumulative accounting 
surplus by the end of 1953 already exceeded the total of $800 million 
(quota plus rallonges), and monthly EPU surpluses of Germany have 
since been settled in the same way on a 50/50 basis. 

With additional credits extended to EPU nations every month— 
they aggregated the equivalent of more than $460 million by the end 
of 1953—there was mounting opposition in Germany last year toward 
extending, by way of the EPU, automatic and “anonymous” credits 
to such nations as France and the United Kingdom; it was regarded 
as more in the German interest to export long-term capital to under- 
developed nations, say in Latin America, especially in the form of 
direct investment. Such capital exports, unlike the “anonymous” 
credits, would give Germany a measure of control, it has been 
asserted, and would lead indirectly to a broadening of the markets 
for her exports in these areas. Moreover, it has been argued by 
German spokesmen that the automatic credit extensions that the EPU 
mechanism involves have relieved some debtor nations of pressure 
to pursue anti-inflationary policies, and have allowed them to maintain 
overvalued exchange rates favoring imports and discouraging exports. 
Moreover, there is concern in Germany lest the credit extensions, which 
are financed directly by her central bank, engender inflationary 
pressures within Germany. 

Notwithstanding these reservations, the benefits derived from the 
EPU in the form of dollar receipts, imports of overseas commodities, 
and absence of discrimination against German exports to the extent 
that other EPU nations have liberalized their imports, have been 
clearly recognized by Germany, especially by her central bank. 
Therefore, in the discussions preceding the extension of the EPU 
for one year from July 1, 1954, Germany favored the proposal. 
However, supported by Belgium, the Netherlands, and Switzerland, 
she has been pressing for a higher proportion of gold and dollars in 
the monthly EPU settlements of extraquota surpluses, say, at the 
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ratio of 65 to 35, and for a plan under which claims that are eighteen 
months old or more would have to be repaid within, perhaps, a period 
of three years. However, the EPU was eventually renewed, with the 
basic proviso that all current monthly surpluses and deficits, respec- 
tively, of all the EPU nations will henceforth be settled one-half in dol- 
lars and one-half in credits. Nevertheless, as regards credits granted to 
the EPU, the OEEC decision extending the organization through June 
1955 provided for immediate dollar payments by the major debtors of 
part of their debts; the consolidation through bilateral arrangements of 
parts of the remaining debts; and the reimbursement from EPU dollar 
funds, originally contributed by the United States, of part of the credits 
extended by the surplus countries.’ 

There still remains the basic problem of Germany’s persistent 
monthly EPU surpluses, which in 1953 ran at the monthly rate of 
some $40 million. Further action on the part of Germany to lower 
her EPU surpluses is limited by the fact that, as already stated, she 
has resumed service on her foreign debt and in addition has assumed 
considerable transfer commitments in regard to blocked assets; all 
these transfers obligations will benefit EPU countries even more than 
dollar countries (see Section III). Most important, she has liberalized 
imports from EPU countries to a very high degree. 

Germany, which at the time of her balance-of-payments crisis at 
the end of February 1951, had suspended all previous liberalization 
measures vis-a-vis EPU nations, resumed liberalization after December 
1951. Since then she has gradually freed from quota restrictions her 
trade with EPU countries with the result that since April 1953 about 


* As a result of subsequent arrangements, Germany, at the time of the June settlement, 
received—in addition to the dollar receipts which the monthly settlement involved—from 
individual debtors of the EPU an amount of some $70 million (including $35 million from 
the United Kingdom), and an additional $70 million out of EPU resources. Her credits 
extended to the EPU, amounting to the equivalent of some $600 million by the end of 
June, were thus reduced to around $460 million. In addition, also as a result of bilateral 
arrangements with individual EPU debtor nations, Germany will receive from such nations 
an amount of about $200 million (including $105 million from the United Kingdom) in 
monthly installments, generally over a period of seven years; but these amounts remain 
part of Germany’s claims against the EPU to the extent that they have not been paid. 

In addition to the (adjusted) credits extended to the EPU of the equivalent of some 
$460 million, Germany undertook to extend further credits to the EPU to the amount 
of $300 million. Since all further German EPU surpluses will be henceforth settled half 
in dollars and half in credits to the EPU, no new arrangements would have to be made 
until Germany, if she were to run further surpluses, has received additional payments 
from the EPU to the amount of $300 million and has extended credits to the EPU 
totalling some $760 million. While quotas and rallonges have been adjusted and formally 
retained under the new EPU provisions, they no longer have their earlier significance in 
view of the already mentioned provision that all current monthly surpluses and deficits, 
respectively, will be settled on a 50/50 basis. 
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90 per cent of this trade has been free from such restrictions.*® A 
considerable margin for further liberalization in the trade sector 
appears to exist only as regards imports of food and feeds, but 
resistance on the part of German agriculture, which has the support 
of the German government, makes substantial further liberalization 
in this sector (as well as the lowering of agricultural tariffs) unlikely. 

With her comparatively high liberalization ratio, Germany belongs 
now to the group of countries—Belgium-Luxembourg, the Netherlands, 
Italy, Portugal, Sweden, and Switzerland—that have liberalized their 
European trade by some 90 per cent or more. She compares favorably, 
moreover, with the United Kingdom which has liberalized to date to 
the extent of 79 per cent, and with France whose present liberalization 
ratio is 53 per cent.’* In view of Germany’s comparatively high 
liberalization ratio, the Economic Committee of the OEEC, in investi- 
gating the causes that have led to Germany’s extreme creditor position 
in EPU and in making recommendations on how this situation might 
be remedied,’* could scarcely recommend further liberalization meas- 
ures with a view to increasing German imports. The committee 
proposed essentially the adoption by Germany of internal measures 
directed toward expanding both consumption and investment and 
thereby increasing the German demand for imports.** 


C. Bilateral-Clearing Countries 
In the prewar period Germany made great efforts to promote trade 
with the less developed countries of the world, whose economies are 


” The ratio for food and feeds was 79.4, for industrial raw materials 97.8, and for industrial 
finished products 93.8. Doubt has been expressed as to whether these ratios are realistic be- 
cause they are based on Gerraan imports in 1949 when the composition of imports from EPU 
countries was different. A recomputation of the liberalization ratios in terms of German 
imports in 1952, however, has given rather similar results. The over-all figure for liberalized 
imports, on the recomputed basis, was 89.3 per cent, compared with 90.1; and the percentages 
for the three major commodity categories were respectively 82.4, 94.5, and 87.4. As in other 
countries, the liberalization figures of course refer only to so-called private imports, thus 
excluding imports by state organizations, which in the German case are important in the 
agricultural sector. If state trade were included in the base, the liberalization ratio for 
food and feeds in 1952 would have been only about 60 per cent. On these data, see the 
article, “Die missverstandene Liberalisierungsquote,” Deutsche Zeitung, August 8, 1953. 

Effective February 1, 1954, Germany has freed from quota restrictions a number of 
imported items that had not been imported in 1949. This liberalization move therefore 
did not change the over-all liberalization ratio of 90.1 per cent (on a 1949 base), but, 
using a 1952 base, the over-all ratio would be 91.4 per cent. 

™ However, all these comparisons, which are of July 1954, should be taken with a grain of 
salt not only because the liberalization ratios refer exclusively to private trading, thus exclud- 
ing state trading, which varies in importance from country to country, but also because the 
different countries maintain varying degrees of tariff protection, which is of course as 
much of a trade barrier as import quotas. 

* See, Report by the Economic Committee of the OEEC on the Causes of Disequilibrium 
in the EPU which have led to Germany’s Extreme Creditor Position, Paris, April 13, 1954. 

“For a more detailed discussion of these proposals see below, Section IV. 
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complementary to her own and which supply both a market for her 
industrial products and a valuable supplementary source for her 
requirements of raw materials and foodstuffs. Germany has resumed, 
if on a modest scale, trade with such countries in Eastern Europe and 
has pushed trade with Latin American countries as well as with other 
countries that belong to neither the dollar area nor the EPU area. 
With the seventeen members of this rather heterogeneous group 
Germany has concluded bilateral-clearing agreements, with credits by 
either side extended to the same amount—the so-called swing limit— 
and with the characteristic provisions that debit balances exceeding the 
swing limit be settled in dollars. 

In 1953, Germany’s exports of goods and services to this group 
were 8.3 times as large as in 1949, but imports from this group were 
only about 4 times as large. This disparity in expansion reflects in 
particular the strong demand for German capital goods from countries 
in the process of industrialization, as well as their inability, con- 
comitantly with their industrialization efforts, to provide raw materials 
and foodstuffs for export at competitive prices. “Over-importing” by 
certain members of this group was of course facilitated by the strong 
desire on the part of German industry to recoup export markets, 
especially in Latin America. 

With imports lagging behind, the upsurge of German exports to 
these countries, especially in Latin America, led in 1952 to an increase 
in German net clearing balances with the group of the equivalent of 
more than $200 million (Table V). Last year, however, the foreign 
exchange authorities of the importing nations exercised more restraint 
in issuing licenses for imports from Germany, and in addition, German 
exporters, who found it increasingly difficult to cover their exports by 
credit insurance, showed more caution. Since September 1953, when 
balances reached a peak of $226 million, they have shown a declining 
trend. 

A special case is that of Brazil, which in 1952 built up a clearing debt 
against Germany of the equivalent of more than $90 million, thus 
exceeding the swing limit of $13.5 million by some $78 million, without 
however settling the difference by dollar payments. With a view to 
discouraging imports from Brazil and encouraging exports to that 
country, Germany in early September 1952 inaugurated a scheme 
authorizing a free market in Germany for clearing claims against 
Brazil, and allowing German importers from Brazil to pay 80 per cent 
of the invoice value with clearing claims bought from exporters in 
the market, while the remainder is to be paid with clearing claims 
acquired at the official clearing rate. Since Brazilian clearing claims 
are traded at a discount (about 8 per cent in June 1954), the scheme 
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TABLE V.—GERMAN BALANCES WITH BILATERAL-CLEARING COUNTRIES 
(millions of dollars;* minus sign indicates German debit balances) 


Swing 
Limits as of | December | December | December} March June 
June 30, 1951 1952 1953 1954 1954 
1954 
All countries 195.1 —20.1 185.2 212.6 191.0 173.3 
Latin America® 86.5 —35.5 84.5 120.0 107.3 97.0 
of which: 
Argentina 50.0 —33.3 —7.4 33.1 38.0 33.2 
Brazil 13.5 — 4.2 91.9 78.6 63.0 59.1 
Eastern Europe* 57.3 28.3 65.3 37.4 46.0 36.8 
of which: 
Finland 20.0 — 2.4 27.9 11.7 10.6 8.3 
Yugoslavia 17.0 10.0 17.4 11.5 16.9 10.5 
Other countries 51.3 —12.9 35.4 56.2 37.7 39.5 
comprising: 
Egypt 15.0 —- 0.5 9.9 18.2 7.0 9.3 
Tran 8.0 - 0.1 8.2 4.5 4.5 LA. 
Japan 12.0 —10.5 -0.1 14.6 13.5 12.8 
Spain 16.3 — 1.8 17.4 18.9 12.7 10.2 


* The United States dollar is the accounting unit in which the claims against each other of 
the countries engaged in the bilateral clearings are expressed. 

> Seven countries: Argentina, Brazil, Chile, Colombia, Ecuador, Paraguay, and Uruguay. 

° Six countries: Bulgaria, Czechoslovakia, Finland, Hungary, Poland, and Yugoslavia. 

Note: Figures are rounded and do not necessarily add up to the totals. 

Source: Bank Deutscher Lander. 


involves in effect a unilateral depreciation of the Brazilian cruzeiro 
by Germany; this is indeed a strange reversal of Germany’s position 
as compared with that in the early ’thirties when she was “over- 
importing” from such countries as Brazil and the so-called Askimarks 
were at considerable discounts. Brazil, moreover, committed herself 
to issuing export licenses at a higher rate than import licenses. Finally, 
the rise in the price of coffee contributed further to remedying the 
situation, with the result that, beginning in 1953, German clearing 
claims against Brazil have shown a declining trend. 

Generally speaking, greater balance in Germany’s trade with the clear- 
ing-agreement countries has been sought either by renegotiation, as in 
the cases of Brazil and Yugoslavia, or by action on the part of Germany’s 
foreign trade partners such as Chile, which stopped the issuing of 
import licenses when the swing limit had been exceeded. Moreover, 
when a contracting country had exhausted its swing limit, Germany 
has instituted “waiting lists” for the out-payments of D-marks to 
exporters. 
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German spokesmen have expressed dissatisfaction with the develop- 
ment of the clearing arrangements. The clearings were instituted, it 
has been claimed, rather as transitory expedients for meeting payment 
difficulties resulting from exchange shortages on the part of Germany 
and of the partner countries, but have deteriorated into a system under 
which foreign countries are in effect receiving long-term credits. There 
has therefore been a noticeable tendency on the part of Germany to 
reduce swing limits, and she is considering wider use of a plan under 
which, as in her latest agreement with Spain, the swing limits would be 
adjusted periodically so as to be more in conformity with the lower 
side of the commodity exchange, which in most cases represents 
German imports. Germany is reportedly aiming at the ultimate replace- 
ment of bilateral trading by trade on a dollar basis, but she is also 
aware of the fact that quite a few countries may not be able to afford 
dollar payments in the foreseeable future. 

Prior to the war, especially before the advent of the Hitler regime, 
Germany traded on a major scale with the Soviet Union, which 
reportedly was most punctilious in meeting its financial obligations. 
Moreover, Germany before the war cultivated trade with other nations 
in Eastern and Southeastern Europe—a trade that was even more 
important during the war, when invasion or political penetration gave 
her a dominating position in the trade of these countries. Trade with 
these nations is of course running at present at a very low level; and 
the little trade that persists takes place in the form of transit trade 
through third countries, or is being settled on a bilateral-clearing 
basis or in dollars—the Soviet Union and China, for example, being 
classified as “dollar countries.” Consequently, German industrialists, 
remembering their former profitable experiences, have been pressing 
for some time for an expansion of trade with the Soviet bloc countries. 
To date, however, little has been achieved in increasing trade with 
these countries, with China, beginning in 1953, representing a notable 
exception.** 


D. Transferable-Account Area for the D-Mark 


Germany as of April 1, 1954 established a link between the EPU area 
and the bilateral-clearing countries by authorizing the institution of 
“limited convertible D-mark accounts” which are devised for transac- 
tions with countries of the combined EPU and clearing-agreement 
group. Generally speaking, these accounts may be credited with the 


“ Exports to China increased from the equivalent of $2.8 million in 1952 to $25 million 
in 1953, while imports increased over this period from $17.6 million to $33.3 million, a 
large proportion of the imports in 1953 having been imported in transit by way of Hong 
Kong and having been paid for in sterling through EPU. 
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proceeds of exports of goods and services to Germany for which 
payment, either via the existing (bilateral or multilateral) clearing 
arrangements or in freely convertible currency, has been authorized 
by Germany.* Balances on these accounts can be used for paying 
for imports of goods and services from Germany, and in addition can 
be used for making payments, via the existing bilateral or multi- 
lateral clearings, to any EPU or bilateral-clearing country. In this way, 
Germany created what may be called a “transferable account area for 
the D-mark.” For example, an exporter in a bilateral-clearing country 
—say, Argentina—may (the Argentine exchange authorities permit- 
ting) open a limited convertible D-mark account, may have the mark 
proceeds of his exports to Germany credited to such an account, 
and may remit them, via the EPU, to a Belgian exporter to Argentina 
(assuming that the Belgian foreign exchange authorities permit ac- 
ceptance of such payment). Transferability is also assured by the 
provision that balances may be freely transferred from any limited 
convertible D-mark account to any other. 

However, while D-mark claims are transferable as among the 
countries of the combined EPU and clearing-agreement group, con- 
version of such funds into dollars has been excluded: simultaneously 
with authorizing limited convertible D-mark accounts, Germany also 
authorized institution of “freely convertible D-mark accounts,” which 
may be credited with the proceeds of exports of goods and services 
to Germany for which payment in freely convertible currency has been 
authorized by Germany. Balances on these accounts are to be con- 
vertible into dollars, as well as into any of the currencies of the EPU 
and clearing-agreement countries.** However, while balances may 
be transferred from a free D-mark account to a limited D-mark ac- 
count, transfers from a limited account ¢o a free account have not been 
authorized, in order to keep EPU and bilateral-clearing countries from 
converting their mark balances into dollars. 


* The proceeds of exports of goods and services to Germany from Brazil, Turkey, and 
Yugoslavia cannot be credited to such accounts. 

* Prior to authorization of these accounts, German trade with the dollar area had been 
settled exclusively in dollars through dollar accounts, the claims arising from German 
exports having been credited, and the liabilities arising from German imports having been 
debited, to such accounts. The institution of free D-mark accounts makes it possible also 
to transact German trade with the dollar area, through the latter accounts, in terms of 
marks. Since mark balances on these accounts are to be convertible into dollars at the 
official D-mark rate, it will be a matter of indifference on purely economic grounds to ex- 
porters from the dollar area whether they receive payment in dollars or in convertible 
D-marks—unless they anticipate depreciation of the mark, which does not seem at present 
to be in prospect. The fact that the mark balances can be converted into any nondollar 
currency does not, of course, give foreign exporters to Germany any advantage, since they 
have always been able to convert their dollar receipts into any nondollar currency. 
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Reports that the establishment by Germany of a transferable 
D-mark account area was prompted by Britain’s change in its exchange 
regulations, effective March 22, 1954, which merged the bilateral- 
sterling account area into the transferable-sterling account area, appear 
to be inaccurate in view of the facts that the forthcoming German 
move had been openly discussed for some time in the German press, 
and that the announcement was delayed because certain technical 
arrangements had first to be completed. It is also inaccurate to say 
that the German authorization of free and limited D-mark accounts 
is more far-reaching than what Britain, over a period of years, has 
done; free D-marks correspond to American-account sterling, and 
limited D-marks correspond to the now broadened transferable-account 
sterling. 

As regards possible shifts in payments and trade patterns that the 
initiation of limited convertible accounts may bring about as between 
the EPU area and the bilateral-clearing area, the chances are that 
funds will tend to flow from the countries with softer currencies to 
those with harder ones; one may therefore anticipate an outflow, even 
if moderate, of funds from certain clearing-agreement countries to 
certain EPU countries. If this should occur, Germany’s claims against 
bilateral-clearing countries would tend to rise, while her claims against 
EPU countries would tend to decline, or to rise at a slower rate. 
However, an outflow of funds from the bilateral-clearing countries 
would require permission from their foreign exchange authorities, and 
would be limited by the fact that most of these countries have already 
reached, or are close to, their swing limits; when their debit balances 
with Germany exceed these limits, they will have to settle the excess in 
dollars. Their exchange authorities would therefore tend to discourage 
a further outflow of funds if it seemed likely to lead to a situation 
where the swing limit would be exceeded. 


II. The Rise in Gold and Foreign Exchange Reserves 


Liberal United States aid and, since 1951, Germany’s increasingly 
favorable balance of payments have been reflected in large increases in 
her gold and foreign exchange reserves (see Table VI). Accruals to 
her gold and dollar reserves in 1950—there were small dollar losses 
in 1949—were a by-product of United States aid, which exceeded 
Germany’s current-account deficit with the dollar area by a substantial 
amount; this situation continued in 1951 and 1952, although at a 
progressively declining rate. However, since 1952 surpluses with the 
EPU have become, as previously stated, an important source of dollars. 
In 1952 about one-half of the increase in gold and dollar reserves 
was earned from the dollar area, and one-half from the EPU area; 
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in 1953, when Germany’s surplus with the dollar area greatly increased, 
about 60 per cent of the improvement resulted from transactions with 
the dollar area and about 40 per cent from transactions with the EPU 
area. 

By the end of 1953, Germany, which started virtually from scratch 
at the time of the currency reform, had built up gold and dollar reserves 
equivalent to more than 314 months of imports from all areas. On 
this basis, they were comparable, as already stated, with those of, 
for example, the sterling area. It should be noted that of Germany’s 


TaBLE VI.—GERMAN GOLD AND ForREIGN EXCHANGE HOLDINGS 
(millions of dollars, or dollar equivalent; minus sign indicates net liabilities) 


December | December | December | December | March June 
1950 1951 1952 1953 1954 1954 


Gold —_ 28 140 325 387 408 
Dollars 148 338 497 953 1,041 


Gold and Dollars 148 366 637 1,340 1,449 
EPU account —192 _ 253 509 567 
Other claims against 

EPU Countries —116 28 133 118 
Bilateral Accounts 24 —26 187 191 173 


All Reserves — 136 363 1,105 2,173 2,307 


Source: Bank Deutscher Lander. 


total gold and foreign exchange reserve at the end of 1953 only the 
gold and dollar portion, or about 60 per cent, was fully convertible, 
while the remainder had only limited area convertibility or was wholly 
inconvertible. 

Finally, Germany’s foreign exchange position has been potentially 
strengthened by her joining in August 1952 the International Mone- 
tary Fund, from which she may purchase dollars and other foreign 
currencies. Germany’s Fund quota is $330 million: under the statutory 
provisions of the Fund Agreement she may buy foreign currencies 
within any 12-month period to the amount of $82.5 million, while the 
cumulative amount of purchases is not at any time to exceed $408 
million (quota plus gold contribution). These “drawing rights,” like 
those of other Fund members, are practically automatic only to the 
amount of Germany’s gold contribution (at present $78 million), and 
every further purchase has to be negotiated with the Fund. 


III. The Resumption of Transfers in the Capital Sector 


Germany’s balance-of-payments position, vis-a-vis both the dollar 
area and the EPU area, will be increasingly affected by the resumption 
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of transfers in connection with her large foreign obligations, which 
amounted by the end of 1953 to the equivalent of $7.4 billion (see 
Table VII). A large proportion of these obligations consists of private 
and public debts incurred in the 1920’s, and of foreign investments, 
such as direct investments, real estate holdings, and portfolio in- 
vestments, most of which had been made during the same period. In 
the early postwar years, foreign aid, especially that of the United States, 
added substantially to these amounts. Later, Germany recognized 
further obligations both toward Israel and toward refugees from the 
Hitler regime. 


TABLE VII.—GERMAN ForREIGN DEBTS AND FOREIGN INVESTMENTS 
IN GERMANY AT THE END or 1953 


(millions of D-marks or D-mark equivalent)* 


Total 


Settled by London Agreement: 
Prewar debts 7,230 
Postwar debts 6,770 


Total 14,000 


Foreign investment in Germany, not covered by 
London Agreement 9,720 
(Of which: investments out of blocked marks) (1,490) 
Blocked mark balances with German banks 790 
Restitution obligations: 
Agreement with Israel 3,210 
Claims of foreign individuals 3,400 


Total 6,610 
Grand Total 31,120 


* The official rate to the dollar is 1 D-mark 0.2384 dollars. 
> Amount outstanding as of the end of 1953. 
Source: Bank Deutscher Lander. 


In the early 1930’s, it will be remembered, Germany stopped the 
transfer of interest and amortization on all foreign debts previously 
incurred and of earnings on all foreign investments previously made in 
Germany; since that time all such investments and the earnings 
thereon have been blocked. Since March 1951 owners of blocked 
investments have been able to liquidate them within Germany and, 
after the proceeds had been credited to a blocked mark account, to 
sell such proceeds to other residents abroad by way of the blocked mark 
trade in such financial centers as London, New York, and Zurich. In 
this way, the owners were able to achieve a “transfer” of their 
funds, although at a loss since blocked marks have been traded at a 


| 
Dollar EPU 
Area | Area 
he 2,225 4,625 
4,955 | 1,815 
2,925 6,730 
(525) (930) 
260 480 
2,910 300 
2,370 | 1,020° 
5,280 | 1,320 
15,645 14,970 
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discount. Residents abroad acquiring the blocked mark balances 
could use them chiefly for making investments in Germany, which in 
turn were blocked. Any earnings on foreign investments either were 
reinvested or accrued to the blocked mark balances, and could be 
“transferred” in the same way at a discount by way of the blocked 
mark trade. 

The decisive step in resuming transfer, at the official rate, of interest 
and amortization charges on Germany’s large foreign obligations was 
the conclusion of an international agreement signed in London on 
February 27, 1953 and made effective on September 16, 1953 which 
provided for the resumption of interest and amortization payments on 
Germany’s contractual prewar debt—most of which had been incurred 
in foreign currencies—as well as on all of her public postwar debts. 
The initiative for this settlement was taken largely by the creditor 
nations, but met with Germany’s cooperation, since she wished to 
restore her international standing. Under the London Agreement 
interest payments were to be resumed in 1953, while amortization has 
been postponed until 1958, with the last interest and amortization 
payments to take place as late as 1994."7 

Moreover, by a special agreement with Switzerland of August 26, 
1952 and a subsequent arrangement, Germany settled the wartime 
clearing debt to that country. Part of the Swiss claims was funded 
into two 20-year loans, while the remainder is to be amortized over 
some 30 years. Of a still different nature is the reparations agreement 
of September 19, 1952 concluded with Israel, under which Germany 
has committed herself to deliver goods to Israel over a period of 12 to 
14 years up to the equivalent of $821 million. Part of the deliveries 
are being procured in Germany and part, chiefly petroleum, in the 
sterling area. In addition, Germany has passed legislation providing 
for compensation for refugees from the Nazi regime, and has made 
arrangements for the transfer of their compensation claims. 

After the London Agreement came into effect, Germany moreover 
authorized, by a number of successive steps, the transfer at the official 
rate of virtually all earnings on foreign assets blocked in Germany, 
irrespective of the area in which their recipients reside, thus taking 
a decisive step towards keeping blocked mark balances from increas- 
ing further. In addition, Germany has made possible the direct 
conversion at the official rate, into the currencies of their owners, of 
all blocked mark balances on deposit with West German banks on 


"On the London Agreement, see my article, “Some Basic Aspects of the German Debt 
Settlement,” Jour. Finance, Sept. 1953, VIII, 298. 
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March 31, 1954 that are owned by residents of the EPU area or of the 
bilateral-clearing countries. Finally, blocked balances held by the 
original owner and not exceeding 10,000 D-marks on December 31, 1953 
may be transferred in full at the official rate, without distinction, to all 
areas, including the dollar area.** 

The transfer obligations assumed under the London Agreement 
and under the agreements concluded, respectively, with Switzerland 
and Israel, as well as the obligations assumed in regard to foreign 
assets blocked in Germany, will of course tend to decrease Germany’s 
surplus both with the dollar area and the EPU area. As a result 
of delays in the completion of certain technical arrangements, exchange 
outlays in 1953 resulting from obligations assumed under the London 
Agreement were comparatively minor. However, the agreement and 
all the mentioned commitments may involve a transfer burden in 
the current year the equivalent of roughly $640 million; this figure 
includes a considerable backlog for payments of interest and earnings 
that were due but could not be made in 1953, as well as very rough 
estimates for capital transfers as a result of the unfreezing of blocked 
mark balances. Of the $640 million, $180 million, or less than 30 
per cent, may have to be transferred to the dollar area, and $460 
million, or more than 70 per cent, to the EPU area. However, these 
estimates, especially as regards transfers to the EPU area, may prove 
to be on the high side; experience has shown that, generally speaking, 
residents of the EPU area are less eager to withdraw balances or 
transfer earnings than are residents of the dollar area. Of special 
significance is the fact that Switzerland, in order not to increase 
further her already extreme creditor position vis-a-vis the EPU, 
authorizes capital transfers from Germany only in exceptionally urgent 
cases; a large proportion of the blocked mark balances owned by 
residents of EPU countries are owned by residents of Switzerland or 
are registered in Swiss names. 

While the regulations issued to date must be considered as first 
important steps in unfreezing blocked assets and in keeping them from 
increasing further, it should be kept in mind that they relate exclusively 
to the transfer of earnings on blocked assets and the transfer of 

* Blocked mark balances existing on March 31, to the extent that they were owned by 
residents of the dollar area, cannot be converted directly into dollars at the official rate. 
In order to be converted into dollars such balances may be sold, as usual, by way of the 
blocked mark trade directly for dollars, or they may be sold, say, for sterling to residents 
of the transferable D-mark account area, in which case they can be transferred to a limited 
D-mark account of the new owner. In the latter case, conversion into dollars requires a 


second step, namely the sale for dollars of the currency received—for example, transfer- 
able sterling. 
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blocked bank balances, while the greater part of the blocked assets— 
consisting of direct foreign investments, real estate holdings, and 
other investments of a more or less long-term character—have re- 
mained blocked. 

The outlook for unfreezing, step by step, all blocked assets appears 
to have greatly improved. A few years ago the threat of wholesale 
capital repatriation and capital flight was believed to be very real. 
However, German authorities appear at present to show less concern. 
The country does not seem any longer to be a “capital flight country,” 
her surpluses being regarded, at least in some quarters, as due in 
part to an inflow of funds (some repatriation of capital, increased 
commercial credits, etc.). Of substantial weight is the consideration 
that a large proportion of the assets blocked in Germany consists of 
direct and other long-term investments, which their owners, in view 
of the stability of Germany’s government, the prosperity of her 
economy, and her improved balance-of-payments position, may not 
wish to repatriate, especially since earnings are high and have now 
become transferable. Their owners might find it difficult to liquidate 
these assets (#.e., turn them over at favorable prices into German 
hands); they also may well be deterred from doing so because they 
have long since written them off, and if they were to liquidate them 
and transfer the proceeds, high taxes on the resulting book profits 
would have to be paid. The psychological factor should also not be 
underestimated: the desire to repatriate assets is strong as long as 
repatriation is impossible, but weakens if repatriation is authorized. 

There is also, of course, a considerable proportion of volatile assets. 
Germany’s liberalization policy, as already stated, has focused to date 
on removing short-term claims, such as bank balances, and/or keeping 
new ones from arising; with the short-term claims out of the way, 
the blocked-asset problem may take care of itself. It is therefore quite 
possible that Germany, step by step, may unfreeze all blocked assets. 
This would do away with the blocked mark trade, and since the 
discount on blocked marks has been an obstacle to a net inflow of new 
foreign investments, a basic barrier to an influx of new capital would 
be removed. One may argue that, in spite of the comeback of the 
German economy and the improvement in Germany’s balance-of- 
payments position, the foreign investment risk remains high as long 
as the East-West conflict remains unresolved. But investors, at least 
in Europe, appear to have learned to live under cold-war conditions. 
German experts may reason that, if a crisis were to develop and large- 
scale withdrawals were to threaten, Germany, which has developed 
considerable skill in the use of controls, could of course restore them 
in case they had been lifted. 
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IV. D-Mark Convertibility Problems 


Germany, which since the days of the great depression had been 
faced with large balance-of-payments deficits, dwindling foreign-ex- 
change reserves, and heavy discounts on the rates for her multitudinous 
categories of reichmark balances, finds herself at present in a rather 
strong position. Since she is running current-account surpluses with all 
areas, including the dollar area, and has extended large credits to both 
the EPU area and the area of the bilateral-clearing countries (aggregat- 
ing the equivalent of $777 million by the end of June, 1954), foreign 
nations are now having to cope with what has been called a “D-mark 
shortage” or a “D-mark gap.” Looking at it from Germany’s side, 
her exchange problems are at present characteristically those of a 
surplus country: her problem is not so much to achieve D-mark con- 
vertibility, #.c., to make foreign balances held with her convertible 
into dollars or other foreign currencies, but to make her own balances 
with foreign nations convertible into dollars or into D-marks. In short, 
Germany now faces a transfer problem in reverse. 

The latter is indeed a serious problem. If D-mark shortages should 
persist, Germany may have to share the fate of other hard-currency 
areas or countries, in that she may be discriminated against by her 
foreign trade partners. They may—as they have already to some 
extent—restrict imports from Germany through trade deliberalization, 
the halting of imports and other measures. This would have serious 
effects on Germany’s export industries, and accordingly on the further 
prosperous development of her economy as a whole. She is therefore 
anxious to maintain a high level of exports and avoid a situation where 
her trading partners might reduce their imports from her to the level 
of their exports to her. 

It would accordingly benefit Germany indirectly if foreign countries, 
by following sound monetary and fiscal policies, and possibly by 
adjusting overvalued exchange rates, were to make their products more 
competitive in the German market, since German imports from them 
would then tend to rise. However, there is not much that Germany 
can do about this. In practice, she would have to rely primarily on 
her own policies to relieve D-mark shortages with a view to maintaining 
a high level of exports. 

In this connection, Germany, it will be recalled, has followed a 
vigorous policy of trade liberalization; imports from the EPU area 
have been liberalized to the extent of 90 per cent, those from the 
bilateral-clearing countries to the extent of 80 per cent, and those from 
the dollar area to the extent of 30 to 40 per cent, with the over-all 
liberalization ratio for all areas amounting at present, according to 
official German estimates, to 80 per cent. Similarly, Germany has 
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liberalized imports of invisibles to a high degree. The margin for 
further liberalization measures vis-a-vis the EPU area and the bilateral- 
clearing area is therefore relatively small, and German spokesmen hold 
that, for reasons of protection, the nonliberalized trade items may have 
to remain, for the time being, subject to quota restrictions. A con- 
siderable margin for further liberalization obviously still exists for 
imports from the dollar area, and Germany apparently wishes to 
permit further increases in imports from that area. It has been noted 
earlier, however, that the shifts in trade that such measures may bring 
about would tend to aggravate D-mark shortages of the EPU and 
clearing-agreement nations rather than relieve them. 

Moreover, with a view to restoring her international credit and also 
to increasing her trading partners’ capabilities to import from her, 
Germany, as stated earlier, has progressively removed restrictions on 
the transfer of earnings as well as of capital in regard to her large 
foreign obligations, and has in that way assumed large transfer 
obligations vis-a-vis both the EPU area and the dollar area. She 
may eventually be able to remove all restrictions on blocked assets, 
but the probable effect of all these measures in reducing D-mark 
shortages remains doubtful, since for a number of reasons foreign 
investors in Germany may decide to reinvest their earnings and not 
repatriate their capital. 

In view of the fact that Germany made considerable progress in 
removing restrictions both in the trade sector and in the capital sector, 
the margin for further relaxations has become increasingly narrow. 
Moreover, the effectiveness of German measures of relaxation to date 
in closing the D-mark gap remains doubtful: although the measures 
of relaxation that have been taken, notably in the capital sector, are 
likely to decrease Germany’s surpluses in the current year, especially 
vis-a-vis the EPU, current-account surpluses with that area are likely 
to persist, particularly after certain transfer backlogs in the capital 
sector have been taken care of during the present year. 

With this situation in mind, attention has focused increasingly since 
last year on internal measures that Germany may take to increase her 
demand for imports both for consumption and for investment. The 
Academic Advisory Council to the Federal Ministry of Economics, in 
statements released on July 8, 1953 and January 16, 1954,’* recom- 
mended that Germany, in order to maintain the current rate of 
economic growth (gross national product rose in 1953 by 6.8 per cent, 
as compared with 10.9 per cent in the preceding year) and to reduce 
balance-of-payments surpluses, with their concomitant automatic credit 


* See, Bank Deutscher Linder, Ausziige aus Presseartikeln, July 10, 1953, No. 77, p. 2; 
and January 20, 1954, No. 8, p. 9. 
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extensions, pursue an economic policy of expansion directed toward in- 
creasing imports more rapidly than exports. To this effect, German 
economic policy should encourage, by way of credit expansion, an in- 
crease in domestic demand for foreign imports, especially of consump- 
tion goods. Also, with a view to increasing consumption, the council 
recommended a lowering of income tax rates, possibly combined with a 
raising of exemptions. The expansionist credit policy, finally, would 
contribute to a lowering of Germany’s high level of interest rates and in 
that way contribute to the growth of investment. These recommenda- 
tions have gained significance by the fact that the already-mentioned 
report of the Economic Committee of the OEEC has subscribed to their 
basic features. While not openly advising credit expansion, the OEEC 
report recommended “a policy for maintaining investment and inten- 
sifying the expansion of the economy by reduced taxation, which is 
already initiated, by lower interest rates and other appropriate means. 
This would have various advantages by reason of its effect on capital 
movements, investment, costs and, indirectly on consumption. ... . 
Moreover, since the fraction of the national product devoted to con- 
sumption is relatively low, it would be reasonable to make use of the 
possibilities offered for raising consumption. . . .”*° In this connection 
the Economic Committee approved of the already announced “great 
tax reform” as well as the tariff reductions and the simplification of 
import procedures to which the German government has already com- 
mitted itself in a general way. But the committee realized that “the new 
effort requested of Germany is of a kind which meets with strong op- 
position in every country and will require, in some respects, a period of 
preparation.” 

The policies of expansion recommended both by the German Acade- 
mic Council and by the OEEC Economic Committee are of course in 
accord with the balance-of-payments adjustment principle that a coun- 
try in surplus may contribute to the adjustment by allowing her econ- 
omy to expand, while deficit countries should follow the opposite policy. 
In the German case, if as a result of the recommended policy price rises 
were to occur, surpluses might tend to decline not only vis-a-vis the 
EPU area, but also vis-a-vis the dollar area, with which Germany has 
achieved balance only as a result of an unusually favorable set of politi- 
cal circumstances. Moreover, while Germany can be expected to allow 
a further expansion of her economy until all her economic resources, 
such as labor, are fully employed, it would not be healthy to recommend 
an expansion, over and above this, with an attendant price and cost 
rise, merely for the sake of enabling other countries to improve their 
trade position vis-a-vis Germany. Nor can Germany be expected to 


OEEC, of. cit., p. 41. 
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carry the whole burden of adjustment; countries with balance-of-pay- 
ments deficits may have to contribute their share. Any policies that she 
may decide to adopt would presumably be moderate, and consequently 
their effects would probably be unspectacular. Highly significant in this 
connection is the consideration that, as a result in particular of autarchy 
policies followed in the past, Germany’s propensity to import is com- 
paratively low (see Section I); and no sanguine expectations should 
therefore be attached to the recommended policies as regards the raising 
of the level of German imports. 

In the longer run, greater balance in Germany’s external accounts 
may be found by way of capital exports. It may be recalled that prior 
to the first world war, Germany, while importing capital on a short- 
term basis, was an exporter of long-term capital; German enterprises, 
for example, secured export orders by granting long-term credits, and in 
addition established foreign subsidiaries and branches.** However, with 
large domestic investment demands still to be met for such purposes as 
industrial rationalization and home construction, with high interest 
rates, and with the German capital market functioning poorly, Germany 
still has a long way to go before she would be in a position to replace the 
present automatic credit extensions to EPU and bilateral-clearing na- 
tions by genuine long-term capital exports. But certain conditions 
would in the longer run faver such a development: Germany, like the 
United States, is a large manufacturer of investment goods, and her in- 
dustry has a considerable amount of know-how, both of which are sub- 
stantial attributes of a country supplying capital exports. 

Returning now to the more immediate future, Germany may be able 
to make further progress toward convertibility by liberalizing dollar 
imports to a higher degree and by eventually unfreezing all blocked 
assets. If she should be able to afford such policies, her situation would 
more and more approximate the Swiss pattern. Switzerland, like Ger- 
many, is a member of the EPU, and at the same time trades with a 
number of countries on a bilateral basis; apart from tariffs she main- 
tains only minor quota restrictions vis-4-vis the dollar area. Foreign 
assets are of course not frozen, and the free outward flow of capital to 
all areas is authorized. However, vis-a-vis the EPU and bilateral 
countries, use of the Swiss franc is subject to the limitations involved in 
the multilateral or bilateral clearing mechanisms. 

The Swiss “system,” which can be characterized as full resident con- 
vertibility vis-a-vis all areas, and nonresident convertibility limited to 
residents of the dollar area, has the advantage that a country adopting 
it may simultaneously continue bilateral clearings with individual 


* See, Die deutsche Zahlungsbilans, Ausschuss zur Untersuchung der Erzeugungs und 
Absatzbedingungen der deutschen Wirtschaft (Berlin, 1930), p. 130. 
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countries and remain in the EPU, as long as this is deemed advant- 
ageous, and as long as the foreign contracting partners desire continua- 
tion of the clearing mechanisms. Germany appears to be primarily in- 
terested in resident convertibility; the Swiss system of full resident con- 
vertibility, if Germany could afford it, would allow her to free her 
economy from a large measure of bureaucratic controls, to buy in the 
cheapest markets, and possibly to attract new foreign capital. 

As regards British plans for introducing nonresident convertibility, 
German financial authorities have rather unanimously expressed con- 
cern that Britain, in the effort to achieve nonresident convertibility, 
may push trade liberalization less vigorously and even raise restrictions 
on imports. Other Continental European nations have expressed similar 
reservations, but Britain has given repeatedly assurances that she does 
not expect to sacrifice trade liberalization to making sterling convertible 
to nonresidents. Significant in this connection is the official joint com- 
munique issued after the British-German financial discussions in early 
May, which stated that convertibility should not be considered “an end 
in inself but as a means toward securing a higher and more stable level 
of world trade.” In any event, Germany, instead of pushing “financial 
convertibility,” places speciat emphasis on the freeing of trade from 
quota restrictions—i.e., on “commercial convertibility.” She aims at 
such convertibility not only as applied by herself (resident convertibi- 
lity) but also as applied by other nations, in order to raise her exports, 
especially to the sterling area with which she is running a deficit. She 
has been pressing for greater trade liberalization, particularly by those 
European trading partners that maintain lower liberalization ratios than 
herself, such as Britian and France. 

Moreover, as regards nonresident convertibility, she can presumably 
be interested in such a scheme only if it embraces most of the present 
EPU nations. In fact, Germany is more interested in the convertibility 
moves that European countries other than Britain may make, as is in- 
dicated by the fact that in 1953 she has had a surplus on trade account 
with EPU coumtries other than the sterling area equivalent to $668 
million but with the sterling area a deficit of $134 million. If the 
countries with which Germany is running surpluses could join in a 
British convertibility move, she would be well off. Germany not only 
could pay dollars to the United Kingdom for her sterling area deficit 
but in addition could earn a substantial net amount of dollars as a result 
of her over-all surplus position. She might even earn larger amounts of 
dollars than at present, since her EPU surpluses are now being settled 
only half in dollars, while under a full convertibility scheme these would 
be fully convertible into dollars. 

But all this is highly conjectural and uncertain. As regards countries 
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other than the sterling area, Germany in 1953 ran merchandise trade 
surpluses aggregating $336 million with countries that are fairly strong 
(Austria, Belgium-Luxembourg, the Netherlands, Portugal, Sweden, 
and Switzerland); and surpluses aggregating $332 million with coun- 
tries that may be considered rather weak (Denmark, France, Greece, 
Italy, Norway, and Turkey). However, some of the less strong 
countries, with which, on the aggregate, Germany has also been running 
large trade surpluses, might not be able to participate in a British con- 
vertibility move, and might have to revert to bilateral clearings unless 
some form of a “rump” EPU were maintained. Therefore, the whole 
pattern of intra~-European trade may well change. 

The foreign trade of the weaker EPU countries, particularly with 
Germany, has been bolstered by the credits extended to them by the 
EPU, the chief burden of which Germany may be said to have borne; 
they may therefore be relied upon to oppose strongly a premature dis- 
mantling of the EPU mechanism and its replacement by full nonresi- 
dent convertibility, which of course would not provide for the extension 
of credit. Similarly, Germany appears to take the position that plans 
for introducing nonresident convertibility could and should be imple- 
mented only when certain conditions have been met to avert the danger 
of any consequent shrinkage of trade. Among these conditions, the fol- 
lowing would appear to be the major ones: (1) most European nations 
must be ready to join in such a move; (2) the convertibility plans must 
include provisions for the maintenance or further enlargement of the 
currently achieved degrees of trade liberalization; and (3) the weaker 
nations must be supported by lines of credit in place of the present 
credit extensions by the EPU. It can be said with confidence that Ger- 
many will lend its wholehearted cooperation in helping to meet these 
requirements, and will join in a concerted convertibility move if they 
are basically met. 
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DOLLAR POOLING IN THE STERLING AREA, 1939-1952 
By KENNETH M, WricHtT* 


Among the major economic factors in the cohesion of the sterling 
area since World War II have been the relative freedom of trade and 
payments within the sterling area, the ability to obtain capital from the 
United Kingdom, and the ability to draw upon the sterling area dollar 
pool in meeting deficits with the dollar area.’ It is the purpose of this 
study to examine the last aspect—the pooling of dollar earnings, and 
their subsequent utilization by individual members of the sterling area 
since 1939; but it will be seen that the two other factors of cohesion 
have been inexorably linked with the practice of dollar pooling. 

As it has operated since 1939, the sterling area has been composed of 
countries belonging to, or closely associated with, the British Common- 
wealth. The apt description of the Commonwealth as a “family of 
nations” applies with equal force to the working of the sterling area, 
particularly with respect to its dollar pooling arrangements. As the 
banker for the sterling area in general and administrator of the dollar 
pool in particular, the United Kingdom has stood in the position of 
guiding parent of this “band of brother and sister nations.”* With 
the passage of time and the maturing of the younger members of the 
family, the status of the guiding parent has given way to more active 
cooperation on a group basis. 

The sterling area has never been an inflexible arrangement with fixed 
rules of conduct for members of the group or a written constitution 
with specific articles of agreement. Membership by the independent 

* The author is an economist on the staff of the Foreign Research Division of the Federal 
Reserve Bank of New York. The views expressed are personal, and do not purport to 
reflect those of the Federal Reserve Bank. The article is an outgrowth of a dissertation com- 
pleted at Columbia University during the tenure of a University Fellowship. The author is 


indebted to Professors James W. Angell, Marcus Fleming and H. A. Shannon for sugges- 
tions and comments on earlier drafts of this study. 

*The sterling area includes the United Kingdom and its dependencies, Australia, New 
Zealand, South Africa, India, Pakistan, Ceylon, Burma, Iraq, Jordan, the Irish Republic, 
Iceland and Southern Rhodesia. Libya was added in 1952 and Egypt and the Sudan were 
members until 1947. Palestine dropped out in 1948, but Jordan rejoined the area in 1950. 

The dollar area is composed of the United States and its dependencies, Canada, the 
Philippines, and the other “American Account” countries of Central and South America 
as defined by the United Kingdom exchange control authorities, including American oil 
companies operating outside the dollar countries. 

? The phrase is that of former Chancellor of the Exchequer Dalton, H. C. Debates, Vol. 
441, Col. 1668. 


i 
‘ 
| 
. 
| 
a 
¢ 


560 THE AMERICAN ECONOMIC REVIEW 


countries has been informal and voluntary, based on cooperation and 
adaptation to changing conditions, But this does not mean that there 
have been no guiding principles underlying the relationships between 
the members of the sterling area. It will be the purpose of this paper 
to set forth these principles as they have applied to dollar pooling. It 
must be remembered, however, that the arrangements have been almost 
completely informal, subject to change, and capable of exceptions—de- 
pending more upon a family spirit of cooperation than upon binding 
contracts or regulations. 


I. Principles of Dollar Pooling 


The sterling area was legally defined for the first time in United 
Kingdom exchange control regulations at the outbreak of the war, and 
included those countries meeting the requirements given below. In 
effect, the war-born sterling area became a system of cooperative ex- 
change and import controls, restricting transactions with nonsterling 
countries, but allowing almost complete freedom of payments among 
the members. One of the purposes of this system was the mobilization 
and conservation of the means of purchasing outside the area, particu- 
larly dollars, for the financial prosecution of the war. Out of these cir- 
cumstances arose the dollar pooling arrangements which were continued 
in their essentials into the postwar period. 

Full participation in dollar pooling is here defined as the meeting of 
the following requirements by members of the sterling area: 

1. Members impose exchange controls requiring the surrender of 
dollar holdings and subsequent dollar earnings to the control authorities 
of each country. This applies as well to gold holdings and current gold 
production, and where applicable, to holdings of investments market- 
able in the dollar area. Purchasing power in the dollar area is thereby 
placed at the disposal of the central authorities. 

2. Members agree to prevent a rise in the level of their independent 
gold and dollar reserves by selling all surplus gold and dollars acquired 
by the central authorities to the Bank of England in exchange for 
sterling. In effect, this means that each country’s reserves are held 
mainly in the form of sterling. 

3. Members control dollar expenditures through import-licensing 
systems, with the severity of such controls governed by the state of the 
sterling area’s common reserves. In practice, the issuance of an import 
license by local control authorities has meant automatic provision of 
dollar exchange by the exchange control. The convertibility of sterling 
is thus conditioned upon the exercise of due restraint in the authoriza- 
tion of dollar imports. 

The pooling system thus ensures that the means of purchasing in 
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dollar countries are centralized in each country; that any surplus of 
such purchasing power is transferred into a common reserve in exchange 
for sterling, rather than held independently; and that restraint is exer- 
cised in converting sterling into dollars through the use of import con- 
trols geared to the state of the common reserves. It is apparent that any 
departure from these three requirements must result in a strain on the 
successful operation of the pooling system. 

Dollar pooling as defined above was begun with the outbreak of war 
in 1939, but did not represent a sharp break with previous practice with 
respect to requirement (2). It had been typical for most “sterling bloc” 
countries before the war to hold reserves largely in the form of sterling. 
Earnings of foreign exchange were converted into sterling in London 
and reconverted into dollars, francs, gold, etc., as needed in making 
payments in nonsterling countries. In order to continue these converti- 
bility privileges for sterling area members, and to allow freedom of 
payments within the sterling area, it became necessary to make these 
arrangements more specific, and requirements (1) and (3) were there- 
fore introduced as a result of discussions among sterling-area central 
banks shortly before the war. 

These requirements were not formalized between the United King- 
dom and the overseas sterling countries, but were merely the result of 
“gentlemen’s agreements” among the autonomous exchange and import 
control authorities of the member countries. For the Dominions and 
the other independent members of the sterling area such as Egypt 
and Iraq, these pooling arrangements were voluntary and dependent 
upon the cooperation of the governments concerned. For the colonies, 
however, the pooling of dollars was involuntary and automatic, since no 
colony held independent reserves of gold or foreign currencies. In 
general, the colonies operate on a sterling-exchange standard, with the 
domestic issue of notes and coins backed 100 per cent by sterling re- 
serves held in London. Colonial dollar earnings are surrendered to the 
local exchange controls and are transferred to the Bank of England or 
its authorized dealers. 

With the mobilization of dollar holdings and subsequent dollar earn- 
ings through exchange-control measures, the locus of the common 
reserves of the sterling area became the Exchange Equalization Account 
in London, which had dropped its exchange-intervention activities in 
August 1939. These reserves soon became known as the “dollar pool,” 
although the term is actually a misnomer, since the Account holds gold 
and other foreign currencies as well.’ 
*The holdings of other foreign currencies have always been only a fraction of the total 


assets of the Account, mainly because sterling area trade is usually invoiced in sterling 
or in dollars. 
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Even during the war, the pooling of gold and dollars in the fashion 
outlined above was not an inflexible rule for sterling area members. In 
1944 and 1945, India was allowed to retain $20 million yearly from 
its large dollar surplus in a “postwar dollar fund” to be used to finance 
capital-goods imports from the United States after the war. Iraq was 
also allowed to retain part of its dollar earnings before 1945 for a 
similar purpose, and Australia began to retain its current gold output 
for its own reserves after May 1944 rather than selling it to the Bank 
of England. 

South Africa represents the principal exception to the requirements 
of the dollar pool arrangements. During the war, the Union sold large 
quantities of gold to the United Kingdom, but only enough to meet 
South African balance of payments deficits and for the repatriation of 
its external debt. Current gold production exceeded gold sales to the 
United Kingdom by a considerable margin, this margin being used to 
build South African reserves in the form of gold rather than sterling.* 
Requirement (2) of the pooling arrangement was therefore not met, 
and requirement (3) to restrict dollar imports was not met until Sep- 
tember 1941. Since it made no net drain on the dollar pool, however, 
South Africa could be included in the sterling area and exempted from 
the exchange restrictions erected against nonsterling countries. Since 
the end of the war, South Africa has continued to hold a unique position 
in the dollar pool arrangements, which will be examined below. 


II. Restraints on Use of the Dollar Pool 


Since the inception of dollar pooling, decisions over drawings from the 
pool’ have ostensibly remained in the hands of the independent mem- 
bers of the sterling area. (Dependent territories are controlled almost 
directly from the United Kingdom.) Members have remained free to 
operate autonomous exchange and import controls, but this autonomy 
has required the highest degree of cooperation among sterling area 
countries. 

Use of a common reserve requires similar exchange control structures 
if freedom of payments is to be maintained within the sterling area. 
Without such similarity, the existence of loopholes in the exchange 
control of any one member would make possible a large drain on the 
central reserves. This did, in fact, occur in the early months of World 
War II when the controls were first established. 

It has been through the operation of import controls, however, that 

* During the war, South African gold reserves rose by £166 million, while sterling balances 
rose only £50 million. 


*The term “drawings from the pool” is synonomous with the exercise of convertibility 
privileges by dollar pool participants. The term “drawings” will be used since this term 
suggests the way in which the members have regarded the system. 
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the control of dollar expenditures has been effected. Exchange controls 
lay down the pattern of permissible payments; import controls limit 
the volume of payments which may be made through the exchange 
control channels. As a rule, it has been the reserves of the entire sterling 
area which have served as the guide to the changing severity of dollar- 
import controls of the individual members, rather than their own 
balance-of-payments positions with the dollar area. This is a principle 
of primary importance to the dollar-pooling arrangements. Thus, dollar- 
surplus countries like the colonies and Ceylon have maintained severe 
restrictions on dollar imports although their individual payments posi- 
tions have not justified such action. Such a policy is mandatory if there 
are to be some net contributors, and not merely drawers, in the pooling 
system. 

When dollar pooling was begun, a general formula was informally 
agreed upon by the participating members: only “essential” require- 
ments were to be imported, and dollar imports would be made only 
when goods were not available within the sterling area. Drawings from 
the pool were to be made according to the “need” of individual coun- 
tries, and not according to the gold and dollar contributions of the 
country concerned. In spite of these principles, there has been a natural 
tendency for those who have made large net contributions to the pool 
to feel that they have a “moral claim” on a larger share of the reserves. 
A constant pressure on the reserves is the natural result, since claims 
based on net contributions (moral claims) and claims based on need 
can easily exceed the total resources of the pool at any one time. 

In practice, assessment of their needs has not been left solely in the 
hands of the local import control authorities of the sterling area 
countries. There has always been active cooperation of the member 
countries with the United Kingdom, bilaterally at first, and later in 
consultation with all other Commonwealth members of the area. 

During the war the United Kingdom as administrator of the dollar 
pool restrained demands on the pool through a combination of exhorta- 
tion, consultation, and allocation, usually on an informal basis. Alloca- 
tions took the form of dollar-expenditure targets corresponding to the 
import-licensing periods of the local controls. Shipping-space shortages 
soon became more severe than the shortage of dollar exchange, however, 
and came to serve as the primary (although unintentional) means of 
restraint on the use of dollars. 

With the end of the war, shipping controls were lifted and greater 
dollar expenditure became possible. At this time, allocations of dollars 
and other hard currencies came into the open in the form of United 
Kingdom agreements negotiated bilaterally with Egypt and Iraq. These 
financial agreements limited the gross drawings which these countries 
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could make from the dollar pool during 1945, and were continued, by ex- 
tensions, through the middle of 1947.° For the other members, auton- 
omous import controls continued as the limiting factor, and informal 
understandings were apparently successful enough to preclude more 
concrete allocations at this stage. 

The convertibility crisis of 1947 and the rapid drain on the resources 
of the American loan of 1946 became the occasion for the extension of 
the “hard currency allocation” method of restraint for most independent 
members of the sterling area. Beginning in late 1947, India, Pakistan, 
Ceylon, Burma and Iraq were made subject to fixed limitations on their 
gross or net drawings from the pool through bilateral agreements with 
the United Kingdom.’ Ireland was limited to a fixed quota of dollars 
through an informal agreement. At this time, South Africa agreed to 
sell gold to the Bank of England in amounts equivalent to the Union’s 
payments to nonsterling countries through London, in effect agreeing 
to a zero allocation from the pool beginning in 1948.° Extensions of 
these bilateral agreements continued the allocations until July 1949, 
except for Iraq, where allocations were in force until October 1950. 
Australia and New Zealand were never subject to formal allocations 
during this period, but kept in close contact with the United Kingdom 
on dollar problems and operated under self-imposed ceilings on dollar 
expenditures.” 

In addition to these bilateral arrangements by the United Kingdom, 

* These agreements were published in Command Papers issued by Her Maijesty’s Station- 
ery Office in London. For Egypt, see Cmd. 6582 (Jan. 1945), Egyptian Foreign Exchange 
Requirements for 1945; Cmd. 6720 (Dec. 1945), Egyptian Foreign Exchange Requirements ; 
Cmd. 6792 (Apr. 1946), Egyptian Foreign Exchange Requirements; Cmd. 7100 (Feb. 1947), 
Egyptian Foreign Exchange Requirements. For Iraq, see Cmd. 6646 (May 1945), Iraqi 
Foreign Exchange Requirements for 1945; Cmd. 6742 (Jan. 1946), Iraqi Foreign Exchange 


Requirements; Cmd. 6803 (Apr. 1946), Iraqi Foreign Exchange Requirements; and Cmd. 
7110 (Feb. 1947), Iraqi Foreign Exchange Requirements. 


* These limitations were exceeded in some cases, however, illustrating the lack of rigidity 
in dollar-pooling procedure even where written agreements were employed. Where gross 
allocations were used, no incentive was given for the country concerned to increase or 
maintain its direct dollar earnings. The relevant agreements were: Cmd. 7269 (Nov. 1947), 
Supplementary Financial Agreement with Iraq; Cmd. 7342 (Feb. 1948), Extension of 
Financial Agreement with India; Cmd. 7343 (Feb. 1948), Extension of Financial Agreement 
with Pakistan; Cmd. 7422 (Apr. 1948), Ceylon’s Sterling Assets; Cmd. 7472 (July 1948), 
Extension of Financial Agreement with India; Cmd. 7479 (July 1948), Extension of 
Financial Agreement with Pakistan; Cmd. 7490 (June 1948), Exchange of Notes with Iraq; 
Cmd. 7560 (Oct. 1948), Burma’s Expenditure in Hard Currency Areas; Cmd. 8191 (Feb. 
1951), Financial Agreement with Iraq. See also the Board of Trade Journal, Aug. 12, 1950, 
p. 376. 

*Cmd. 7230 (Oct. 1947), Financial Agreement with South Africa. 

* When negotiations over hard currency allocations for India and Pakistan were held 
in London in July 1948, the Australian prime minister also paid a visit to London to 
coordinate dollar expenditure policies with the United Kingdom. 
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all-Commonwealth cooperation on dollar problems began to emerge 
following the convertibility crisis. A meeting of Commonwealth repre- 
sentatives was held in London in September 1947, over which the Chan- 
cellor of the Exchequer presided. Later that year, the Sterling Area 
Statistical Committee was established, composed of technical experts 
from member countries for the exchange of information on the gold and 
dollar reserves and on their respective balances of payments. At a some- 
what higher level, the Commonwealth Liaison Committee was later 
formed as a clearinghouse for ideas, with members in constant touch 
with their own governments. Neither committee is a policy-making 
body, however; in the last analysis, only the finance ministers of the 
sterling-area countries possess the power to initiate policy and make 
commitments on behalf of their governments. 

A new phase in sterling-area cooperation on dollar expenditures 
opened in July 1949 with a conference of the Commonwealth finance 
ministers in London, which was the first of its kind and has been fre- 
quently repeated. The outcome of this conference was an agreement by 
the Commonwealth members of the sterling area, except South Africa, 
to reduce dollar expenditures to 75 per cent of the 1948 level.*® Thus, 
a more general formula for the entire sterling area replaced the bilateral 
allocations which had been the limiting factor in the previous eighteen 
months. 

Another conference was held in September 1950, although not at the 
finance-minister level. By that time, the 75 per cent formula was out of 
date, but the representatives agreed on the necessity to increase dollar 
earnings, to maintain strict economy in dollar expenditures, and to re- 
build the central reserves to an adequate level. In late 1950 and early 
1951, however, India and Pakistan somewhat relaxed their dollar- 
import restrictions, while the United Kingdom, Australia, New Zealand 
and Ceylon held the line. The latter group defended its actions before 
the International Monetary Fund and the General Agreement on 
Tariffs and Trade on the grounds that factors producing a rise in ster- 
ling-area reserves were temporary, and that unfavorable factors were 
expected to develop during 1951. 

During this period, almost every member of the sterling area achieved 
a surplus with the dollar area and was able to make net contributions 
to the dollar pool. Coordination of import policies was less noticeable 
than in previous years, largely because the improved dollar position 
made such close cooperation less necessary. 

A sharp fall in the dollar reserves occurred in the last three quarters 


” The base period for Pakistan was July 1948 to July 1949 because of the disruptions 
in the first half of 1948 due to the partition of India and Pakistan. 
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of 1951, however, occasioned by a slow-down in U. S. stockpiling and 
a relaxation of dollar-import restriction policies." A second conference 
of Commonwealth finance ministers was called for January 1952, at 
which the conferees declared their intention to balance sterling-area 
accounts with the dollar area in respect of the second half of 1952, to 
reach a long-run surplus with the dollar area, and to work toward a 
wider convertibility of sterling by progressive steps. Although the 
announced intentions of the ministers were less specific than those of 
the previous meeting, it is likely that as a result of their deliberations 
more concrete dollar-expenditure targets were set among themselves.” 

Dollar reserves continued to fall, and another finance ministers’ con- 
ference was called for December 1952. The communiqué issued at the 
conclusion of this meeting set forth a more general program of inflation 
control, economic development of the Commonwealth, and eventual 
convertibility of sterling. It was stated that “policies were agreed upon 
for 1953 which, it is hoped, will lead to further improvement in the 
reserves during that year.”** 

Willingness to participate closely in dollar pooling has, throughout 
the postwar period, depended mainly on the individual dollar positions 
of the separate members. During the years of largest dollar deficits, mem- 
bers (except South Africa) demonstrated a willingness to coordinate 
dollar-expenditure policies closely with other sterling countries to restrain 
demands on the pool. Although the resources of the pool were small and 
dwindling, and were parceled out carefully, independent members found 
it more to their advantage to participate in the pool than to seek a 
separate solution to their dollar problems. 

When these individual dollar deficits turned into large dollar sur- 
pluses in 1950-51, the attitude of members toward the pool changed 
markedly. Pleas quickly arose for the retention of part of the dollar 
earnings in independent reserves, independent gold reserves were also 
allowed to rise, and import restrictions among sterling-area countries 
became less coordinated. Pakistan and Ceylon were each sold £4 million 
in gold from the dollar pool to establish independent reserves as favor- 
able as those held by other sterling-area countries, and were also al- 
lowed to retain part of their current dollar earnings rather than sur- 


"Contributing factors in the decline in reserves included the increased purchases of 
dollar oil to replace the cessation of flow from Iran due to the Anglo-Iranian oil dispute, 
and the sterling-area deficits with O.E.E.C. countries which required partial payment in 
gold through the E.P.U. mechanism. 

* One reason for the failure to announce more specific targets may have been the failure 
to attain the objectives of the July 1949 conference, despite the increased price of dollar 
goods resulting from the devaluation of sterling in September 1949. 

*Cmd. 8717 (Dec. 1952), Commonwealth Economic Conference: Final Communiqué. 
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rendering them to the dollar pool.** Australia halted sales of gold to the 
United Kingdom in February 1951 for the purpose of building its own 
gold reserves “to underpin the [Australian] Commonwealth’s credit in 
hard currency countries and to provide a reserve against any emergency 
demand for hard currency.’** These changes for Australia, Pakistan 
and Ceylon represent a weakening of requirement (2) of dollar pooling, 
although not an abandonment of the principle. Reserves of gold and 
dollars held by sterling-area countries other than the United Kingdom, 
its dependencies and the Union of South Africa rose from $498 million 
at the end of 1948 to $658 million at the end of 1952.*° The bulk of 
this 32 per cent rise in independently held reserves occurred after 1950 
as a result of the actions described above. The effect of such modifica- 
tions in usual dollar-pooling practice remains to be seen, but a trend 
away from full participation in the sterling-area dollar pool seems to be 
under way. 


III. Net Drawings and Contributions to the Dollar Pool 


Very few statistics are available for the war period by which esti- 
mates of drawings and contributions by individual members of the 
sterling area can be made, except in a limited number of cases where the 
relevant figures have been released in central-bank reports or finance 
ministers’ statements. The information is thus sketchy, but does yield 
a rough pattern of dollar payments for the sterling area countries. 

Undivided India incurred a wartime surplus of U. S. dollars of $495 
million during the period from September 1939 to March 1946 as a 
result of favorable trade balances with the United States and U. S. 
military expenditures in India.*’ Malaya’s net contribution to the dollar 
pocl was over $300 million, in spite of its occupation by Japan in 1942."* 
Ceylon was likewise a net earner of dollars, contributing somewhat 
more than $200 million to the pool in the war period.”® Other colonies, 


“U.S. Tariff Commission, Operation of the Trade Agreements Program, Fourth Report, 
pp. 90-91. Ceylon, a typically dollar-surplus country, was also allowed to retain $1 million 
of its dollar earnings for independent reserves in 1949. 

* Statement of the Australian Treasurer in the House of Representatives, October 9, 1951. 
Australia had resumed gold sales to the United Kingdom in 1947. 

* Federal Reserve Bulletin, March 1954, p. 245. During 1953, these independent reserves 
continued to rise to $715 million, or 44 per cent above the 1948 level. 

“Indian Ministry of Finance, Finance Minister's Speech on the Budget, 1947-48, pp. 21- 
22. Offsetting this surplus, however, was a deficit equal to $153 million.in the currencies 
of Canada, Switzerland, Sweden and Portugal. 

* Economist, Oct. 25, 1941, pp. 510-11; The Banker, Oct. 1942, p. 30. 

Ceylon Administration Report of the Controller of Exchange for the Year 1949 
(Colombo, 1950), p. 4. 
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such as the Gold Coast, perhaps made contributions of some size during 
the war, but no statistics are available for them. 

Gold-producing regions also made large contributions. The Union of 
South Africa sold over $2 billion in gold to the United Kingdom during 
the war. Net dollar drawings by South Africa are not known, but were 
probably not over $1 billion, leaving the net contribution to the dollar 
pool at around $1 billion.*° Southern Rhodesia sold $132 million in gold 
to the United Kingdom, and was in rough balance on trade account 
with the dollar area.** Australia’s gold sales to Britain (from its 1942-44 
output) brought in another $100 million, plus $538 million earned in 
cash transactions with the U. S. government during the war.”* Although 


TABLE I.—NeEtT CONTRIBUTIONS TO AND DRAWINGS FROM 
THE STERLING AREA DOLLAR POOL 


(millions of dollars) 


1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | Total 


United Kingdom —5 1,276) —189 151 872 |—1,303) —385 417 
U.K. colonies 158 62} 233 229 436 487; 385] 1,990 
Other sterling area —117 | —952| —274 | —254 318 19} — 81 |—1,341 


Transactions with non- 
dollar areas on whole 
sterling-area account 183 |—1,004) —317 | —293 | — 14|  -—167| —407 |—2,019 

S. African gold loan 325 — 325 


Changes in gold and 
dollar reserves 220 | —617; —223 | —168 | 1,612 | -—965} —489 | —630 


Source: Cmd. 8976 (Oct. 1953), United Kingdom Balance of Payments, 1946 to 1953 (London, 
HMSO, 1953). Columns may not add to totals due to rounding. 


it is not clear to what extent Australia’s trade deficit with the United 
States and Canada was met through lend-lease and mutual aid, a con- 
servative estimate for Australia’s net contribution to the pool is about 
$450 million. 

New Zealand was probably a net drawer on the pool, and Egypt has 
officially stated that it incurred a total deficit of $50 million with the 
United States in the war period, even after taking account of large 
U. S. military expenditures in Egypt.” 

For the postwar period, much more complete statistics have become 
available for the individual net drawings and contributions to the dollar 
pool by each sterling area member. These figures are shown in the 

* Gold sales data from the South African Reserve Bank; dollar drawings are estimated 


from the Statistical Abstract for the British Commonwealth, 69th Number (London, 
HMSO, 1947), pp. 56, 60. 

™ Department of Statistics, Statistical Yearbook of Southern Rhodesia, 1947 (Salisbury, 
1947), pp. 144, 170, 175-76. 

* Federal Reserve Bulletin, Feb. 1947, p. 217; G. L. Bach, “War Period Foreign Trans- 
actions of the United States Government,” Survey Curr. Bus., Mar. 1946, pp. 13-14. 

* National Bank of Egypt, Report of the Ordinary General Meeting, 1946. 
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accompanying tables, and represent the position of each country or 
group after taking account of gold sales to the United Kingdom and any 
special means of financing its own deficit employed by each country 
through International Monetary Fund drawings, U. S. grants and loans, 
and other sources of dollar aid. 

In Table I, the category “transactions with nondollar areas on whole 
sterling-area account” requires further explanation. It includes gold and 
dollar payments arising from settlements with the European Payments 
Union, gold payments under the “gold clauses” of bilateral payments 
agreements between the sterling area and certain nonsterling countries, 
gold subscriptions to the Bretton Woods institutions, etc. In contrast to 
the full payment of direct dollar deficits in gold and dollars, most of 
these nondollar area payments are on a partial gold basis. It is there- 
fore impossible to determine which sterling country’s deficit made neces- 
sary. the gold settlements with this group. Nonsterling recipients of 
these gold and dollar payments on whole sterling-area account are 
shown below, together with net amounts paid to each group over the 
1946-1952 period, in millions of dollars: 


Other Western Hemisphere 
O.E.E.C. Countries 
Other Nonsterling Countries — 
Nonterritorial Organizations 
Total — 2,019 


One of the most surprising features of Table I is that the United 
Kingdom appears as a net contributor on direct dollar account over the 
period as a whole. This has been made possible only by drawings of 
$300 million from the I.M.F., a loan of $3,750 million from the United 
States, a loan of $1,159 million from Canada, and grants and loans 
under the European Recovery Program totaling $2,693 million. 

United Kingdom colonies were of great importance in bolstering the 
dollar reserves between 1946 and 1952. Their contribution is slightly 
more than the rise in sterling balances held by the colonies since 1946, 
and in effect, represents a rather curious capital movement from the 
colonies to the United Kingdom in the form of dollar exchange. Not all 
of the colonies have been net dollar earners throughout the period. 
Table II reveals that there are dollar spenders within the colonies as 
shown by trade balances with the dollar area, particularly in the West 
Indies group. Bermuda has made large dollar contributions on invisibles 
account because of large U. S. tourist expenditures in this resort 
center.** The Far Eastern group has been the major contributor to the 


™ Bermuda has been described as the largest per capita dollar earner in the sterling-area 
dollar pool. Cf. New York Times, Jan. 7, 1953, p. 65. 
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dollar surplus of the colonies, largely as a result of Malayan exports of 
rubber and tin. Colonial gold sales to Britain have been largely from 
the Gold Coast. 

The major accountable drain® on the sterling area’s dollar resources 
shown in Table I has been brought about by the “other sterling area.” 
This group has brought about a direct drain of $1,341 million on the 
dollar pool over the period, composed of dollar deficits of $3,013 million 
financed through London, offset by gold sales of $1,672 million to the 
United Kingdom. Although the United Kingdom statistics give no 
further breakdowns of this category (and indeed, the British Treasury 
has refused to answer Parlimentary questions on this matter), it is 


TABLE II.—CoLontAL TRANSACTIONS WITH THE DOLLAR AREA 


(millions of dollars) 
1948 1949 1950 1951 | 1952 
Trade Balances: 
West Africa 100 60 80 100 105 
West Indies —85 —40 —10 —30 —45 
Far East 180 160 290 335 220 
Other colonies —10 —15 15 15 40 
Total trade balances 185 165 375 420 320 
Other transactions (net) 21 37 33 42 58 
Gold sales to U. K. 27 27 28 25 7 
Total contributions to the 
sterling area dollar pool 233 229 436 487 385 


Sources: Cmd. 8243 (May 1951), The Colonial Territories, 1950-51, p. 52; Cmd. 8553 
(May 1952), The Colonial Territories, 1951-1952, p. 40; Cmd. 8856 (May 1953), The Colonial 
Territories, 1952-53, p. 32; Cmd. 8976 (Oct. 1953), United Kingdom Balance of Payments, 
p. 69. 


possible to make a rough accounting for part of this $1,341 million 
drain from statistics released by the independent sterling countries 
concerned. Table III summarizes these estimates, drawn largely from 
information furnished the author by central banks or taken from finance 
ministers’ statements, balance of payments statistics, central bank re- 
ports, etc. 


* If the $325 million gold loan by South Africa in 1948 is counted as a contribution by 
the “other sterling area” in financing the dollar deficit, and if this group is arbitrarily assigned 
one-half of the sterling area deficits with nondollar areas requiring gold payments, the 
“accountable” drain of this group on British dollar resources is roughly $2,000 million for 
the 1946-52 period. 

In addition to this direct drain on U. K. dollar resources, there has been the drain of 
“unrequited exports” to the “other sterling area” for the repayment of outstanding sterling 
balances or the export of capital from the United Kingdom. The total effect of these “other 
sterling area” transactions with Britain, with the dollar area, and with the rest of the 
world has been to reduce their outstanding sterling balances by £404 million. In contrast, 
colonial sterling balances have risen by £622 million. 
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TaBLe III.—Estmatep NET CONTRIBUTIONS TO AND DRAWINGS FROM 
THE DOLLAR POOL BY INDEPENDENT STERLING COUNTRIES 


(millions of dollars) 


1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | Total 
Ireland — 4 | -—112 | — 32 10 17| — 39| — 35| — 237 
Australia — 54> | —164> | — 73> | — 35¢ 24 27 | — 48 | — 323 
New Zealand — 18 | — 85 — 44 — 53 21 23 1} — 155 
India | % | 0 77 | — 12} —118 
Ceylon 1225; - 1 36 18 51 30 3 149 
Southern Rho- 8 | — & | 2 8 14 6 11 43 
desia 
South Africa 44 — 80 124 48 199 182 196 601 
Unidentified, er- 
rors, omis- 
sions | —71 | -113 | — 76| — 7178 
| | 
Total —117 | —952 | —274 | -254 | 318| 19) —81 | —1,341 


* Estimates based on trade balances with U.S. and Canada. 

> Fiscal years beginning July 1. 

© Second half of 1949 only. 

4 Gold loan of 1948 not included. 

* Not calculable because of the incomparability of Australian data. 

f Unidentified transactions, errors and omissions, which total $717 million over the period, 
are known to result from several factors: 

(i) There are differences of definitions between the United Kingdom data for the totals 
and those obtained from the individual sterling countries. The major difference of this type is 
probably the failure of individual independent members to include dollar goods obtained 
through U. K. intermediaries. Such purchases are known to be included in the U. K. sta- 
tistics. 

(ii) Iceland, Burma, Jordan, Iraq, Libya and the Persian Gulf protectorates have been 
omitted from the accounts. Although statistics are not available for these countries, they 
may be responsible for as much as $100 million of the unidentified drawings over the period. 

(iii) Retention of dollar earnings by Ceylon and Pakistan in 1950 and after have not been 
included in the accounts above. 

(iv) Estimates for some years have had to be made from trade balances with the United 
States and Canada and are therefore subject to error. 


Noticeable features of Table III include the large dollar drain pro- 
duced by the independent sterling countries in 1947, and their later 
contributions to the pool in 1950 as a result of the raw-materials boom 
following the outbreak of the Korean war in June 1950. The 1949 and 
1950 contributions of Ireland were made possible only by its dollar 
receipts from the United States under the Economic Recovery Program. 
Space prevents further comment on the countries shown in Table III 
except for the unique position of the Union of South Africa. 

South Africa has always failed to meet requirement (2) of the pool- 
ing system as defined above. During the postwar period, requirement 
(3) has never been met; South Africa has not coordinated the severity 
of its dollar-import policies with those of the other sterling-area 
countries. Although the position of South Africa since the war has been 
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complicated, the main features of its relations with the dollar pool will 
be outlined. 

Under an agreement with the United Kingdom, South Africa sold 
$280 million in gold annually to the dollar pool in 1946 and 1947, and 
was allowed to finance part of its nonsterling deficits by drawing upon 
the dollar pool. These gold contributions were offset, however, by large 
dollar drawings during 1946 and 1947; the heavy drain in the latter 
year made necessary new arrangements for South Africa’s relations to 
the pool. In a financial agreement signed in October 1947, South Africa 
agreed to make good all dollars acquired from London by equivalent 
sales of gold to the Bank of England, thereby ending the Union’s drain 
on the resources of the pool. In addition, a gold loan of $325 million was 
made to the United Kingdom to be repaid either in gold or in sterling.” 
This loan was, in fact, repaid fully in sterling before the devaluations 
of 1949. Relatively small sales of gold in 1948 and 1949 above those 
required by the 1947 agreement resulted in net contributions to the pool 
for those years. 

Through an informal understanding with the United Kingdom in 
January 1950, the Union undertook to sell to the United Kingdom 
whatever current gold output was not required to meet South African 
hard currency deficits or to keep its gold reserves at a defined level. 
Furthermore, it was agreed that all South African imports of “essential” 
goods from the sterling area would be paid for in gold, thus making 
South Africa a “hard currency” country from the viewpoint of sterling 
area suppliers, and allowing the sterling area to compete directly with 
the dollar area in South African markets. Through these arrangements, 
South Africa sold substantial amounts of gold to the dollar pool in 1950 
and 1951 beyond the gold sales required under the 1947 agreement. 

In January 1952, a new understanding was reached. The Union 
undertook not only to make good all payments through London to the 
dollar area, but also to sell gold to the United Kingdom to meet the 
South African share in gold payments to the European Payments Union 
occasioned by the net expenditure of South African residents in E. P. U. 
countries. This agieement was not continued into 1953, but £14 million 
in gold was sold to Britain during 1952 on account of these E. P. U. 
transactions.”" 

Since 1951, South Africa has guaranteed a net contribution to the 
dollar pool of $140 million per year in gold sales, and this guarantee is 
to continue despite South Africa’s intention to relax dollar import 


* Cmd. 7230 (Oct. 1947), Financial Agreement with South Africa. The effective date of 
this agreement was January 1, 1948. 

* This amount has not been deducted from South Africa’s 1952 contribution to the dollar 
pool in Table III, since similar treatment could not be extended to the other countries shown. 
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restrictions in 1954. In practice actual contributions have been far 
above this guaranteed figure. 

One major qualification is necessary for the above tables on dollar- 
pool transactions. The figures given represent, as nearly as possible, 
the sterling countries’ pattern of dollar payments as reflected in their 
yearly positions with respect to the dollar pool. Even if these figures 
were perfect, however, they would not show the true contribution which 
each has made to the problem of the entire sterling area’s dollar short- 
age. The discrepancy between the two concepts arises by reason of the 
intra-sterling-area transactions in “dollar-saving” exports. 

Use of a common reserve of gold and dollars has led to the principle 
that “exports to sterling countries which save dollars for the common 
reserves are as valuable as exports which earn dollars.’** For example, 
exports of staple products by Australia to the rest of the sterling area 
made possible a lessened reliance by the latter upon dollar sources of 
supply. Similarly, British exports of textiles to India have precluded 
expenditures by India in the dollar area to obtain similar goods. Had 
such transactions not taken place, a different pattern of trade and pay- 
ments would have resulted, with some sterling countries appearing as 
larger drawers on (or smaller contributors to) the dollar pool. 

For this reason, it would be incorrect to infer from Table I that the 
United Kingdom could have “gone it alone” on direct dollar account 
merely because a net contribution for it is shown over the period as a 
whole. Had the overseas sterling area, particularly the independent 
members, been barred from converting their sterling into dollars 
through the dollar pool, they would have a strong incentive to shift 
their exports toward the dollar area at the expense of the United 
Kingdom in order to diminish their direct dollar deficits. This would 
have caused the United Kingdom to increase its reliance upon dollar 
sources of supply, thus augmenting the U. K. deficit with the dollar 
area. Furthermore, the independent sterling area would probably have 
insisted on equally large “unrequited exports” from the United King- 
dom, thus making it difficult for Britain to adapt its own productive 
resources to dollar-earning uses in an attempt to lessen its increased 
dollar deficit. 


IV. The Effects of Dollar Pooling 


Dollar pooling has made possible a high degree of multilateralism 
within the sterling area, with relative freedom of trade from quantita- 
tive import restrictions and a virtually free movement of capital among 

Statement of the Australian Treasurer, quoted in J. F. Nimmo, Australia and New 
Zealand (London, Institute of Bankers, 1948), p. 25. For a similar expression of this prin- 


ciple by the British Treasury, see H. C. Debates, Vol. 454, Col. 1817, 30th July 1948, where 
the principle was considered “important in the case of textiles” for the United Kingdom. 
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the sterling area countries. Flagrant violation of any of the three pool- 
ing requirements as defined above would have required other sterling 
area members to impose trade and payments restrictions against the 
violator.*’ In the light of the dollar shortage and the general inconverti- 
bility of sterling, dollar pooling has been a prerequisite to the sterling 
area’s internal freedom of trade and payments, as well as to its (limited ) 
ability to convert sterling into dollars. 

As shown in Tables I and III, dollar pool participation has enabled 
many independent sterling countries to finance large dollar deficits 
during the postwar period by heavy drawings on the pool. The dollar 
pool has therefore been of great advantage to these countries, although 
they no doubt feel entitled to such advantages because of the con- 
tributions which many of them made to the pool during World War II. 

For the colonies, however, dollar pooling has had serious drawbacks. 
Lacking autonomy in their own dollar-import policies, they have con- 
tributed almost $2 billion to the pool in 1946-52 and have accumulated 
sterling balances of roughly equal size during the same period. The 
colonies have thus been exporting capital to the United Kingdom in the 
form of dollar exchange. 

From the point of view of the United Kingdom, the dollar pool was 
of greatest advantage during the war, when the dollar import capacity 
of Britain was sizeably increased before lend-lease by the mobilization 
of the gold and dollar resources of the entire sterling area. In the later 
war years, contributions by others to the pool also aided in the rebuild- 
ing of British reserves for the postwar period. Since the war, adminis- 
tration of the pool has been a constant problem, and the frequent 
crises over dollar reserves attest to the fact that the problem of ad- 
ministering the pool has yet to be solved. 

One of the basic factors in the cohesion of the sterling area has 
always been the ability of the independent members to obtain capital 
from the United Kingdom, and in large part this has been effected 
through the dollar pooling operations. Broadly speaking, the United 
Kingdom has been able to maintain its capital exports to the in- 
dependent sterling countries only by passing on to them much of the 
dollar aid received during the the early postwar years, and by import- 
ing capital from the colonial sterling area in more recent years. 

The effect of dollar pooling on the dollar area has been mainly to 
alter the trading patterns of the sterling countries with the dollar area. 
Compared to the situation which would have obtained if each member 


7° South Africa has been allowed to ignore these requirements and remain in the sterling 
area only because of its unique position as a gold producer, which enables it to make large 
contributions to the dollar pool. Broadly speaking, however, the free movement of sterling 
capital to South Africa has been conditioned upon the continuation of such contributions. 
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had been responsible for its own dollar accounts, the pooling system has 
increased American exports to dollar-deficit countries like India and 
Australia, but at the expense of American exports to members with a 
dollar surplus such as Ceylon and the colonies. 

The level of American exports to the sterling area has been affected, 
however, by two factors which tend to offset each other. First, the 
principle of “dollar-saving” exports mentioned above has directed to 
sterling markets exports which might have found buyers in the dollar 
area in the short run, and has prevented the adaptation of sterling area 
resources to the production of direct dollar-earning exports in the long 
run. “Dollar-saving” exports have increased intra-sterling-area trade, 
but at the expense of trade with the dollar area. Second, the sterling 
area policy of restricting independent dollar reserves to members’ 
working balances and channeling al! dollars above this level into a 
common pool has made the pool a “dollar-economizing” device. By 
centralizing the contingency reserves of the member countries, a 
minimum of dollars serves the needs of the entire area, and dollars 
are thus “freed” for expenditure on American exports. 

The pooling system of the sterling area has meant “central bank 
convertibility” of sterling into dollars for the member countries. The 
United Kingdom has granted limited convertibility privileges to sterling 
area members on the condition that their dollar-import policies are 
geared to the state of the common reserves of gold and dollars, usually 
after consultation with other members of the area. In effect, discrimina- 
tion in trade, arising from coordinated import controls over dollar 
expenditures, has been substituted for discrimination in payments, 
which would otherwise have arisen from the inconvertibility of sterling 
for members of the overseas sterling area. For nonsterling countries, the 
United Kingdom makes sterling convertible into gold and dollars 
mainly through the E.P.U. mechanism. Countries of the dollar area are 
able, of course, to convert their sterling into dollars at their option. 

What may be expected in the event of a more wide-spread convertibil- 
ity of sterling throughout the world? Anticipation of the trend of events 
lies in the realm of speculation, but a few generalizations seem war- 
ranted. The conditions for converting sterling into dollars, when this 
privilege is extended to nonsterling countries, will be of paramount 
interest to the overseas sterling area. Although sterling-area members 
may initially be willing to maintain more severe dollar-import restric- 
tions than those imposed by the countries to which convertibility is 
extended, it appears doubtful that they would long tolerate restrictions 
on their own dollar imports less favorable than those in force in non- 
sterling countries. To the potential drain on the United Kingdom’s dollar 
reserves, which an extension of convertibility would entail, might then 
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be added the extra drain which the sterling-area countries themselves 
would impose on the reserves if they relax or abandon their present 
discrimination against dollar imports. 

The restoration of complete and unrestricted convertibility of cur- 
rently earned sterling for all the world would appear to presuppose an 
end of the dollar shortage which has plagued the international trading 
community for years. What would then happen to dollar pooling 
among sterling countries as it is now practiced? On the one hand, 
some sterling-area members would doubtless continue to hold their 
international reserves in the form of sterling and would continue to 
exchange dollar surpluses for sterling in London. This may cer- 
tainly be expected for the colonies. This would mean a return to the 
informal practices typical of international banking among the “‘sterl- 
ing bloc” countries during the 1930’s. On the other hand, some mem- 
bers of the sterling area might move toward a closer liaison with 
the dollar area, particularly if the United States proves to be a better 
supplier of capital than the United Kingdom. These latter countries 
might wish to build up gold and dollar reserves on their own account 
in order to (a) finance more dollar payments directly as they increase 
trading relations with the dollar area, and (b) provide a locally held 
reserve for the servicing of dollar loans. 


In any event, the end of the dollar shortage is the fundamental 
prerequisite to the lifting of sterling-area exchange controls on current 
transactions, the removal of discrimination against dollar imports, and 
the building of independent gold and dollar reserves—in short, to the 
abandonment of the system of dollar pooling in the sterling area as 
it has been practiced since 1939. 
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EXCISE TAX BURDENS AND BENEFITS 


By Gerorce F. Break* 


Recent studies of the excess-burden doctrine have demonstrated that 
a system of excise taxes may impose on consumers excess benefits as 
readily as excess burdens. The proofs of these results, however, assume 
the existence of perfectly competitive pricing throughout the economic 
system.’ This paper explores the nature of the burdens and benefits of 
excise taxes in an economy where some, and perhaps most, of the 
markets are other than perfectly competitive. 

Classical theory did not recognize the possibility of excise tax 
benefits. The traditional conclusion‘ was that a partial excise tax, by 
altering the allocation of resources and hence the composition of final 
output, imposes on consumers an excess burden which a general excise 
or income tax does not carry.’ Excise tax benefits are also ignored in the 
contemporary extension of classical doctrine to include general excise 


and income taxes. The extended argument points out that all excise and 
income taxes alter the price of leisure and thereby distort the work- 
leisure choice. The conclusion reached is that an income tax may inflict 
a greater burden than a partial excise tax if its distortion of the work- 
leisure choice is sufficiently greater than that produced by the excise 
tax.® 


* The author, assistant professor of economics at the University of California, Berkeley, 
is indebted to Professors Howard S. Ellis, Robert A. Gordon, and Earl R. Rolph for help- 
ful comments on an earlier draft of this paper. 

*E. R. Rolph and G. F. Break, “The Welfare Aspects of Excise Taxes,” Jour. Pol. Econ., 
Feb., 1949, LVII, 46-54; and Milton Friedman, “The ‘Welfare’ Effects of an Income Tax 
and an Excise Tax,” Jour. Pol. Econ., Feb., 1952, LX, 25-33. 

* The doctrine itself goes back at least to Marshall’s discussion of consumer surplus (Prin- 
ciples of Economics, 8th ed. [London, 1930], p. 467). More modern treatments, based upon 
indifference curve analysis, stem from J. R. Hicks, Value and Capital (Oxford, 1939), p. 
41; and M. F. W. Joseph, “The Excess Burden of Indirect Taxation,” Rev. Econ. Stud., 
June, 1939, VI, 226-31. 

* See Duncan Black, The Incidence of Income Taxes (London, 1939), especially pp. 5-18 
and 157-67; H. P. Wald, “The Classical Indictment of Indirect Taxation,” Quart. Jour. 
Econ., Aug., 1945, LIX, 577-96 (whereas Black is concerned solely with the effects of in- 
come taxes, Wald applies essentially the same analysis to a comparison of direct and in- 
direct taxes); A. Henderson, “The Case for Indirect Taxation,” Econ. Jour., Dec., 1948, 
LVIII, 538-53 (the title does not indicate Henderson’s position on the issue: he argues 
that excise taxation has exactly the same effect on the work-leisure choice as income taxa- 
tion and therefore that excise taxes retain their excess burden relative to income taxes) ; 
I. M. D. Little, “Direct versus Indirect Taxes,” Econ. Jour., Sept., 1951, LXI, 577-84 (Little 
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Those who deny the benefit-yielding potentialities of excise taxes also 
advance (or at least support) the argument that excise taxes result 
only in price increases.* This argument shows up very clearly in the 
indifference curve analysis which has typically been employed to 
demonstrate the traditional excess-burden doctrine and its extension 
to general excise and income taxes. Units of commodity X are measured 
along the horizontal axis and units of money (representing all other 
goods) along the Y-axis. The effect of the imposition of an excise tax 
on X is then shown to be a shift in the expenditure-possibilities or 
budget line along the X-axis but not along the Y-axis. The shift of the 
budget line along the X-axis toward the origin shows that under the 
excise tax less of X can be bought with a given money income, and its 
lack of movement along the other axis means that the fixed money 
income of the consumer is capable of purchasing exactly the same 
amounts of all other goods regardless of whether an excise tax is 
placed on X or not. Other prices, in short, do not fall when an excise 
tax is levied on X.° 

This conclusion has been shown to be incorrect if applied to a world 
in which all markets are perfectly competitive.° The immediate effect 
of an excise tax on X is to reduce the monetary demand of taxed firms 
for resource services, and, in the absence of complete specialization, 


argues that there are systems of excise taxation under which the supply of labor will be 
greater than it would be under an income tax and therefore that the purely theoretical case 
against excise taxation is an illusion). 

‘Concentration upon price rises in the excess-burden literature on excise taxes is un- 
doubtedly a direct result of the traditional conclusion that the incidence of an excise tax 
rests upon the consumer to the extent of the tax-induced price increase. Similarly, the 
stress given below to price declines and to the monetary transfer which all taxes, including 
excise, bring about between the taxpayer and the government stems from the Brown-Rolph 
criticism of the traditional treatment of excise tax incidence. (See H. G. Brown, “The 
Incidence of a General Output or a General Sales Tax,” Jour. Pol. Econ., Apr., 1939, XLVII, 
254-62, and E. R. Rolph, “A Proposed Revision of Excise-Tax Theory,” Jour Pol. Econ., 
Apr., 1952, LX, 102-17.) The present article, however, does not attempt to enter into all 
aspects of the current controversy over excise tax incidence since this would involve a 
number of complex issues which need not be faced here. For two recent criticisms of the 
Brown-Rolph argument see J. F. Due, “Toward a General Theory of Sales Tax Incidence,” 
Quart. Jour. Econ., May, 1953, LXVII, 253-66 and R. A. Musgrave, “On Incidence,” 
Jour. Pol. Econ., Aug., 1953, LXI, 306-23. 

* Cf. Joseph, op. cit., Wald, op. cit., Henderson, op. cit., and R. K. Davidson, “The Alleged 
Excess Burden of an Excise Tax in the Case of an Individual Consumer,” Rev. Econ. Stud., 
1952-1953, XX (3), 209-15. Equally indicative of the concentration on price increases are the 
following statements: Wald, op. cit., p. 577: “By raising selling prices, it is argued, com- 
modity taxes interfere with the optimum allocation of resources . . .”; Henderson, op. cit., 
p. 546, in discussing the relative effects of income and excise taxes on work incentives: 
“Tt makes no difference whether the importance of a larger money income is reduced by 
direct taxation or by raising the prices of the goods which will be bought out of an increase 
in money income.” 

* Rolph and Break, of. cit., and Rolph, “A Proposed Revision of Excise-Tax Theory,” 
loc. cit. 
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some of these resources will be shifted to nontaxed industries. The 
level of taxed output declines and the prices at which it is sold rise, 
but the resource shift also leads to an expansion in nontaxed output 
and a fall in selling prices there. Price changes, of course, represent a 
passive reaction to tax-induced changes in output levels. 

These results having been established, the next logical step is to 
drop the restriction that all markets must be perfectly competitive. 
To this end the following analysis concentrates attention on the 
restrictions to entry and the downward price inflexibility which 
characterize noncompetitive markets. Two conclusions are reached 
regarding the effects of excise taxes in an economic system where 
product and factor markets exhibit varying degrees and types of 
competition: (1) Excise taxes may still induce price declines as well 
as price increases. Unless the pretax allocation of resources is ideal— 
and this seems unlikely in such a world—the result may just as readily 
be an excess benefit as an excess burden. In this case the classical (and 
contemporary) indictment of indirect taxation cannot be accepted as 
generally valid. (2) Excise taxes may also, however, lead primarily 
or solely to price increases. When this happens excise taxation does 
impose an excess burden, but it is not the one identified in the classical 
excess-burden doctrine. 

Four basic patterns of excise tax effects are set up and described in 
the following four sections, the first pattern leading to conclusion (1) 
above and the other three providing different variants of conclusion 
(2). The patterns are extreme in the sense that no single one of them 
is likely to occur alone. In order to clarify the exposition, the distinctive 
nature of each pattern has been heightened by means of some more or 
less unrealistic assumptions. A dropping of these assumptions in any 
specific instance, however, merely serves to bring in elements of one or 
more of the other basic patterns. Each pattern may be unrealistic by 
itself, but together they are intended to comprehend, within the scope of 
the analysis itself, the important burdens and benefits which excise taxes, 
both partial and general, may possess. Beyond the scope of this paper 
lie whatever burdens the administration of excise taxes may impose on 
government and taxpayer. Parallelism with the preceding excess- 
burden literature is maintained by concentrating the discussion on the 
consumer-goods sector of the economy. The analysis is then readily 
extended to cover the investment-goods sector as well but, as is pointed 
out at the end of Section IV, such an extension adds very little to the 
results already established. 

All four patterns are derived under the simplifying assumption that 
the supply of labor is perfectly inelastic for the economy as a whole. 
The effects of dropping this assumption are not given detailed treatment 
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here because, in the absence of more comprehensive and meaningful 
empirical studies of the shape of the labor supply function than we 
now possess, it is impossible to say, without qualification, that excise 
taxation imposes either an excess burden or an excess benefit in the 
work-leisure area. Two recent studies by Corlett and Hague and by 
Little attempt to set forth the conditions under which excise taxes may 
be expected to improve the work-leisure allocation.’ If the analysis 
of our four basic patterns is accepted, however, these studies are 
seriously incomplete. This criticism is treated in more detail in foot- 
note 19 at the end of Section IV. 

The following analysis deals with a government budget in which a 
general income tax is replaced by a set of partial or general excises 
in such a way as to maintain government revenues constant. Alterna- 
tively, we might have assumed the imposition of a new excise tax and 
the sterlization of the proceeds. This procedure would show up the 
effects of the excise tax in isolation but would also involve all the 
complexities inherent in a change from one level of aggregate income to 
another. Our method minimizes these difficulties.* The four basic 
patterns of excise tax effects derived below are independent of the 
nature of the tax system in force before the excise tax is imposed, and 
are relevant regardless of whether we are interested in a single consumer 
or in all consumers.” 


I. Pattern I: Mixed Individual Burdens and Benefits 


Let us assume an initial situation of full employment, a given level 
of government expenditures, and a tax structure consisting solely of 
a general income tax of 10 per cent levied against incomes aggregating 
100 (see Table I). There are no government transfer payments, and 
the government budget is in balance. At the beginning of Period 2 the 
income tax is removed and replaced by a set of partial ad valorem 
excise taxes levied at rates sufficient to maintain government revenues 
at 10 (see Table II). The effects of this tax policy depend in part upon 


‘W. J. Corlett and D. C. Hague, “Complementarity and the Excess Burden of Taxation,” 
Rev. Econ. Stud., 1953-54, XXI (1), 21-30, and Little, op. cit. 

*A third budget situation in which excise tax revenues and government expenditures are 
both raised by the same amount is considered in more detail in Section V and rejected as a 
means of determining the effects of excise taxes. 

*R. K. Davidson argues that the classical excess-burden argument applies to a partial 
excise tax levied on commodity X as far as a single consumer is concerned whenever the 
initial tax situation is one of no taxes, an income tax or an excise tax on X (op. cit., pp. 211- 
13). Davidson, however, assumes without discussion that the price of Y (a composite com- 
modity) does not fall as a result of the tax on X. It is argued below that this assumption 
is likely rather frequently to be incorrect (in which case the classical excess-burden doctrine 
does not necessarily apply even for a single consumer). Whenever it is correct, the burdens 
of an excise tax are not those discussed by Davidson. 
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what happens to the level of aggregate money spending on consumer 
goods and services and in part upon the extent to which restrictions to 
entry into factor markets together with downward price inflexibilities 
interfere with the maintenance of full employment. Pattern I is first 
derived under the double assumption that consumption demand remains 
stable in the face of the tax change (the analysis is therefore consistent 
with a consumption function which relates consumption to past dis- 
posable income or to current wealth positions or both) and that the 
economy automatically returns to full employment. Other possibilities 
are explored at a later point. 


TABLE I.—Propuct AND INCOME, PERIODs 0 AND 1 


Government Output, G 10 Income Taxes, T(Y) 10 

Net Investment, I 10 Disposable Personal Income, 908 
Y(-—T) 

Consumption, C 80 

Net National Product, NNP 100 Net National Income, NNI 100 


* I.e., total private incomes net of taxes. 


Regardless of whether the industries subject to the excise tax are or 
are not perfectly competitive, a contraction of output will occur in those 
industries during Period 2 and resources will be released from employ- 
ment. Suppose, for example, that all firms react to the excise taxes 
imposed on their sales by immediately increasing selling prices. Since 
consumption expenditures remain at their Period 1 level of 80, some de- 
clines in the sale and output of consumer goods and services are inevi- 


TABLE II.—Propuct anp INcoME, PERIOD 2 


G 10 T(e) 10* 


I 10 Y(-—T) 90 
80 
NNP 100 NNI 100 


* ¢ identifies a set of partial excises. 


table. If the price elasticity of demand for taxed output is unity or 
greater, the entire decrease in output will occur in the taxed industries; 
if the price elasticity is less than unity, nontaxed industries will also ex- 
perience some output declines.*° 

In any case, resources do become unemployed during Period 2, and 


* For a more detailed treatment of these changes see Rolph, “A Proposed Revision of 
Excise-Tax Theory,” loc. cit. The price elasticity of demand for taxed output may well be 
inelastic in the short run but elastic in the long run. 
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we shall assume that these released resources seek employment in those 
consumer-good industries where restrictions to entry are comparatively 
weak. Some may find their way into highly competitive product 
markets, expanding output there and lowering both product and factor 
prices. Others may gravitate toward industries which, although im- 
perfectly competitive as far as their product markets are concerned, 
buy in highly competitive factor markets. In such areas factor rates 
of pay will be lowered, production costs will fall, and the firms there 
will have an incentive to lower their selling prices and expand output. 
Still other factors of production may enter imperfectly competitive 
industries where selling prices are administered and do not fall in 
response to the entry of new firms. Old firms will undoubtedly ex- 
perience some fall in sales and profits, and some firms, whether old or 
new, may find themselves making losses. Such gains as the consumer 
experiences will be in the form of an increase in nonprice competition 
(more stores, for example, will mean more convenient locations for 
some consumers). Industry sales may even rise in response to these 
nonprice gains, and this development, under our assumption of a 
stable aggregate monetary consumption demand, will mean a downward 
pressure on the sales of other consumer-goods industries. There also 
product prices must fall, or factors of production must be released from 
employment, or both. In any case, after all the tax-induced resource 
shifts have taken place, the economy is assumed to be at full em- 
ployment. 

The first effect of the set of partial excises, then, is to raise the prices 
of taxed products and to lower the prices of other products. It is clear 
that some consumers will find the price structure altered in their favor 
and that others will find exactly the reverse. The question then arises 
as to whether aggregate economic welfare has increased or decreased. 
The answer must depend upon the particular tests used to identify 
a condition of optimum economic welfare, and unfortunately, there 
is no general agreement as to what these tests should be.”* This is not 
the place to enter into these complex matters. We wish only to em- 
phasize the point that, in the present case, price-altering taxes do not 
necessarily lead to an inferior allocation of resources. 

A second effect of the set of partial excises is to alter the distribution 
of a constant aggregate of disposable factor incomes. At impact the 
excises reduce the money incomes of people owning factors employed in 
the taxed areas.'* The subsequent movement of these factors into 


™ A very useful summary of the literature on welfare economics is contained in K. E. 
Boulding’s article on that subject in A Survey of Contemporary Economics, Vol. II, edited 
by B. F. Haley (Homewood, 1952). 

* Only in the special case of a perfectly inelastic demand for taxed output will gross 
receipts to the industry rise by the amount of the increased excise-tax liability (assuming 
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nontaxed industries shifts parts of the incidence of this monetary 
burden onto other resource owners. The monetary burdens of a set of 
partial excises, however, are not likely to be diffused generally to all 
income receivers. After all adjustments to the new excises have been 
made, individual income receivers will have disposable money incomes 
which are above, below, or equal to their disposable money incomes of 
Periods 0 and 1 depending upon whether their monetary gain from the 
removal of the income tax exceeds, falls short of, or equals their mone- 
tary losses which are traceable to the new excises. 

It is difficult to predict whether a partial excise tax will increase or 
decrease income inequality. To do this we would have to identify the 
resource owners affected by the tax-induced reallocation of factors and 
determine the extent to which their incomes were changed. We have 
already noted that excise taxation induces a shift of resources into 
those areas in the economy where restrictions to entry are relatively 
weak. One might then argue that, on the average, incomes in those 
areas are likely to be below incomes in the more protected sectors, and 
that therefore the effect of a set of partial excises is to increase 
income inequality. 

A more common procedure is to make the progressiveness of an 
excise tax dependent upon the type of product taxed; the taxation of 
luxuries tends to decrease inequality and the taxation of necessities 
has the opposite effect.** This method does measure the progressiveness 
or regressiveness of the gross nonmonetary burden of an excise tax. 
Even as a measure of nonmonetary progressiveness, however, the 
analysis is incomplete since interest must center on the net, rather than 
the gross, nonmonetary burden or benefit. We must study, in short, not 
only the price increases on taxed output but also the price declines 
which are induced by the excise tax. Furthermore, progressiveness is 
ordinarily taken to refer to the monetary burden of a tax, and, for an 
excise tax, the distribution of this burden along the income scale must 
be derived in the way described in the preceding paragraph. 

The change in the distribution of income and wealth induced by 


that all firms raise prices by the exact amount of the tax), thereby permitting the mainte- 
nance of all factor money incomes. Under all other demand conditions some decrease in 
aggregate factor incomes must occur in spite of the tax-induced rise in product prices. 

*% This treatment of excise taxes is typical of empirical studies of the burden of taxes 
by income group. Cf. Helen Tarasov, Who Does Pay the Taxes? Suppl. IV, Social Research, 
1942, p. 32; John Adler, “The Fiscal System, the Distribution of Income, and Public Wel- 
fare,” in K. E. Poole (ed.), Fiscal Policies and the American Economy (New York, 1951), 
pp. 413 and 416; and R. A. Musgrave, J. J. Carroll, L. D. Cook, and L. Frane, “Distribu- 
tion of Tax Payments by Income Groups: A Case Study for 1948,” Nat. Tax Jour., March, 
1951, IV, 20-21. Henderson also determines progressiveness by relating excise tax rates 
on different commodities to the percentages of income spent on those commodities at 
different income levels (op. cit., pp. 541-43). 
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the set of partial excises, whatever its exact nature may be, will very 
likely lead to a change in the structure of consumer demand and hence. 
to a further reallocation of resources. Again we assume that the re- 
allocation is able to proceed smoothly without seriously interfering with 
the maintenance of full employment. 

The distinctive feature of Pattern I, then, is that the imposition of a 
set of partial excises moves the economic system from one full-em- 
ployment resource allocation to a different full-employment allocation 
which may be either superior or inferior to the first one. Furthermore, 
the excise taxes imposed need not be partial in their coverage—a 
general excise or sales tax will have effects of the Pattern-I type if all 
industries do not raise prices equally in response to the levying of 
the tax. In any case, no general welfare judgment, either for or against 
excise taxation, may be made on the basis of Pattern I. 


II. Pattern Il: Unemployment Burden 


The assumption that the economic system automatically and quickly 
readjusts to full employment once it has been disturbed from that 
position is now dropped. We are not here concerned with the possibility 
that full employment may be automatically restored if only we wait 
long enough. The intervening period is not unimportant from a welfare 


point of view. We still assume that the tax shift itself does not alter the 
level of aggregate monetary consumption demand. It is true that the 
subsequent appearance of unemployment may well lower the flow of 
private spending, in spite of the fact that, at any given level of national 
income, the new excise taxes transfer to the government no more 
revenue (and no less) than did the old income taxes. Such a fall in 
total spending, however, is not a necessary condition for the appearance 
of the excise tax effects described in the next two paragraphs; further- 
more, if it does occur it will simply intensify those effects without 
altering their nature. We may, therefore, put aside for the moment this 
possibility of a declining level of total demand. 

Suppose, then, that in Period 2 aggregate disposable income remains 
at its Period 1 level of 90 (see Tables I and II). The price changes 
induced by a set of partial excises will now be mostly upward. In the 
limiting case, if all industries experiencing a fall in Period 2 sales are 
characterized by complete downward price inflexibility and if all 
released resources are forced into unemployment, there will be no 
price declines at all. A fairly large number of individuals receive more 
disposable income as a result of the removal of the income tax; the 
decreases in disposable incomes resulting from the excise taxes, 
however, are concentrated on the owners of newly unemployed factors. 
Nevertheless, the effect on income inequality is again indeterminate. 
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Under the excise taxes, consumers are worse off since the price level 
has risen and money incomes have remained constant. Less output is 
available for everyone. Certain resource owners are burdened in a 
different way since they have been forced into involuntary unemploy- 
ment. To the extent that the level of private spending falls below 90 in 
Period 2 and subsequent periods as a direct result of the appearance of 
unemployment, all of these effects are intensified. 

Our second pattern of excise tax effects, therefore, is one of excess 
burdens imposed upon both consumers and resource owners. Neither 
of these burdens, however, is the usual one of a distortion of the alloca- 
tion of employed resources where the tests of distortion versus improve- 
ment are complex and debatable. Each of them, in contrast, clearly 
represents a movement in the wrong direction. The excess burdens 
attributed to a system of partial excise taxes by Pattern II are both 
important and unequivocal. 

The reader may object that in the contemporary world the govern- 
ment will not stand idle and let unemployment prevail for any signifi- 
cant period of time after the set of partial excise taxes is introduced. 
This is indeed possible. An immediate and vigorous use of monetary 
and fiscal measures may prevent the development of unemployment, 
and this possibility brings us to our third pattern of excise tax effects. 


III. Pattern IIIA: Government-Induced Monetary Expansion 


The pure form of Pattern IIIA may be seen most readily by as- 
suming the imposition at the beginning of Period 2 of a general excise 
tax at a uniform rate on all consumption output. Suppose further that 
all prices immediately rise to the full extent of the tax. Consumption 
expenditures must therefore rise to 90 if output, employment and the 
new price level are all to be maintained. But, as we have just seen, 
consumption demand remains at 80 in the absence of government 
intervention. This intervention may take a wide variety of forms. 
Government expenditures may be changed in amount, government 
transfer payments may be initiated, the tax structure may be altered, 
various operations may be carried out on the public debt, commercial 
bank reserve requirements may be lowered, the Federal Reserve re- 
discount rate may be reduced and so forth. 

Certain of these measures entail a change in the allocation of re- 
sources as part of the process by which full employment is reached. An 
increase in government expenditures, for example, necessitates a shift 
of resources from private into government employment. This shift in 
turn imposes burdens on consumers as a group and yields benefits to the 
recipients of government services. Unlike the resource shift of Pattern 
I, which benefited some consumers while burdening others, the present 
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one imposes an unequivocal excess burden upon consumers. Neverthe- 
less, it does not avoid the complex Pattern I problem of comparing the 
social desirability of two different full-employment outputs. The fact 
that the new government expenditures are not made for their own sake 
but rather in order to reach full employment does not necessarily imply 
that society must view the resulting resource allocation as inferior to 
the pre-excise tax one. Essentially, then, we have here a set of effects 
which has already been dealt with and classified as Pattern I. In 
order to derive the distinctive features of Pattern IIIA we must take 
a government full-employment policy which need not reallocate re- 
sources and assume that it does not in fact do so. 

Suppose, by way of example, that the government full-employment 
policy takes the form of a set of per capita monetary transfer payments 


TABLE III.—Propuct anp INCOME 


Period 1 Period 2 


T(Y) 10 T(E) 10* 
F —11> I 10 F —1> 
Y(-—T) 101 Cc 90 ¥(—T) 101 


NNI 100 NNP 110 NNI 110 


* E=general excise tax. 

> F=government transfer payments, included in private disposable income and therefore 
shown as a minus item on the same side of the account in order to maintain equality between 
net national product and net national income. 


and that 11 of these are necessary to raise consumption demand to the 
level of 90. If full employment is to be continuously maintained in spite 
of the change from an income to an excise tax, these transfer payments 
must be made during Period 1 before the excise tax is imposed. Other- 
wise, Period 2 consumption expenditures, being based upon Period 1 
disposable income, must remain at 80 and unemployment will develop 
during Period 2. Government transfers, then, rise sharply in Period 1 
but fall back toward zero in all succeeding periods, the excess above 
zero being the amount by which Period 1 transfer payments exceed the 
induced Period 2 increment to consumption. The higher the marginal 
propensity to spend, the smaller will be the deficit in Period 2 and all 
following periods. In the limiting case, a propensity equal to or greater 
than unity would eliminate all deficits except that of Period 1. 

A certain amount of deficit, however, is inescapable. Some increase 
in the public debt may also take place in order to finance it.** The 

“ A brief defense of the use of “may” rather than “must” in the above statement may be 


in order. A deficit may be financed by the sale of public debt to the Federal Reserve System 
either directly to the extent the laws permit or indirectly through the hands of temporary 
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deficit, with or without a rising public debt, may give rise to a psycho- 
logical burden in the sense that some people, at least, regard the health 
of the resulting economic environment as something less than perfect. 
Such a burden, however, is probably of little practical consequence 
unless the individuals involved act upon their fears in ways which are 
undesirable from an economic point of view. Finally, government bor- 
rowing, to the extent that it occurs, is likely to complicate the whole 
employment program by adding a deflationary influence to it. Sale of 
government debt to private groups tends to lower private expenditures 
unless, in the case of nonbanking groups, it merely replaces cash which 
otherwise would have been hoarded, or, in the case of commercial 
banks, it absorbs excess reserves.’* The size of the deficit, in short, 
depends in part on the manner in which it is financed. 

' The main features of Pattern IIIA may now be summarized: (a) 
The level and composition of final output is not altered. Consumers are 
not made worse off by the excise tax, and no excess burden of this type 
is present. Consumption prices are higher, but so are consumer incomes. 
(b) To the government the excise tax is simply a fiscal nuisance. A 
shift between two taxes of equal yield has imposed upon it the necessity 
of taking positive action in order to maintain full employment. (c) The 
economy is burdened to the extent that increased administrative costs 
are involved in whatever government policies are adopted to maintain 
full employment. (d) Deficit financing and a rising public debt, to the 
extent that either of them occur, may entail burdens of a psychological 
nature. A higher public debt also implies higher tax rates in order to 
service it, and these in turn may have important incentive effects. 

The three basic patterns of excise tax effects just described will typi- 
cally be blended together in any real fiscal situation. The individual- 
benefits-and-burdens pattern (1) is unlikely to occur alone in a world 
where restrictions to entry are widespread and prices are inflexible 
downward to a considerable extent; the unemployment pattern (II) 


private debt holders, and such a policy will lead, it is true, to an increase in the gross public 
debt. Such an increase, however, is purely nominal. The public debt, in the sense of the 
aggregate amount owed by the federal government to nongovernment lenders, has not 
changed, and it is this net effective debt which is important from an economic point of view. 
The basic reason for distinguishing between gross and net public debt is that the monetary 
effects of the sale of debt to the Federal Reserve System are quite different from those 
of sale to private groups or individuals, including the commercial banks. This point is 
developed more fully in a forthcoming paper, “The Principles of Debt Management,” by 
E. R. Rolph. 

* Cf. Abba P. Lerner, “An Integrated Full Employment Policy,” International Postwar 
Problems, Jan., 1946, III, 72-73. A marginal propensity to consume of less than one, to- 
gether with a constant level of investment, implies some private hoarding. Sales of govern- 
ment securities, however, are not likely to be so channeled as to transfer only these hoards 
to the government. 
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may appear for shorter or longer periods depending upon the success 
of government full-employment policies; and the government-induced- 
monetary-expansion pattern (IIIA) is unlikely to exist without some 
elements of Pattern I, since almost any government full-employment 
program will alter the composition of final output. Finally, although we 
have related Patterns I and II primarily to a set of partial excises and 
Pattern IIIA to a general excise tax, either type of excise taxation may 
lead to the appearance of any one of the three basic patterns so far 
developed. 

So far we have assumed a stable aggregate consumption demand 
in the face of a change from income to excise taxation. Such a tax 
change could possibly lead to a decline in consumption demand (if, 
for example, consumption is based upon past disposable income deflated 
by a price index for the current period and if consumers expect the 
excise taxes to lead to higher prices on the average), but this develop- 
ment would merely increase the probabilities of occurrence of Patterns 
II and IIIA without altering the nature of the excise tax effects so far 
discussed. The tax change could also lead to a rise in consumption de- 
mand, and this brings us to a second variant of Pattern III. For the pur- 
pose of this discussion let us assume that current consumption depends 
upon the incomes which consumers expect to receive in the current 
period.*® 


IV. Pattern IIIB: Privately-Induced Monetary Expansion 


Assume again the substitution of a general excise tax for the income 
tax at the beginning of Period 2. Income receivers may therefore count 
on an increase of 10 in disposable incomes during Period 2 as a result 
of the removal of the income tax. Suppose further that they expect no 
reduction in aggregate incomes as a result of the new excise tax. That 
is to say, they anticipate Period 2 incomes aggregating 100 and on this 
basis, let us suppose, decide to spend 90 on consumption during that 
period. We have, then, in Period 2 a level of private expenditures suf- 
ficient to support price rises equal to the full amount of the excise tax." 
At the same time, factor incomes are higher, and it is possible that con- 
sumers may decide to buy exactly the same things in Period 2 as they 
bought in Period 1. In such a case, consumers are not worse off under 

* Fellner, for example, makes extensive use of this version of the consumption function. 


Cf. William Fellner, Monetary Policies and Full Employment (Berkeley, 1946), especially 
pp. 9-12 and 26-27. 

“ This same result, of course, could also have been reached with a rise in consumption 
of less than 10 provided there is a sufficient increase in investment as a result of the tax 
change. Even if investment remains stable, consumers need not act so as to increase their 
expenditures by an amount equal to the anticipated increase in their disposable incomes 
if they expect Period 2 incomes aggregating more than 100. 
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the excise tax since the level and composition of consumption output has 
remained unchanged. In this respect the privately-induced-monetary- 
expansion pattern (IIIB) is similar to the government-induced one 
(IIIA). The distinguishing feature is that in IIIB the increased spend- 
ing is initiated in the private, rather than the public, sector of the econ- 
omy. Period 2 spending on consumption and investment is greater than 
the total disposable income of the preceding period, and again some 
credit creation or dishoarding will be necessary. Private debt may rise in 
amount, and a redistribution of income and wealth take place. The 
economy will be burdened if resources have to be diverted to the ad- 
ministration of the higher level of private debt. The higher level itself 


TABLE IV.—PRopucT AND INCOME 


Period 1 | Period 2 


T(Y) 10 T(E) 10 
Y(-T) 90 10 Y(-T) 100 
90 


NNP 100 NNI 100 | NNP 110 NNI 110 


may impose a psychological burden similar to that already discussed 
under Pattern IIIA, but this is perhaps less likely than in the case of 
an equivalent increase in the public debt. 

Pattern IIIB is unlikely to occur in isolation. For one thing, the 
pattern of consumption may change as it rises from 80 to 90 in monetary 
terms, and this brings in elements of Pattern I. For another, the income 
expectations assumed above are rather optimistic to say the least. It 
may be that the owners of hired factors will expect no income-cut from 
the excise tax, especially if some of them are under contracts with a 
cost-of-living escalator clause. Profit receivers, however, are likely to be 
more pessimistic. The voluminous and continuous complaints, both in 
the public prints and before Congressional committees, of spokesmen 
for industries subject to federal excise taxes point strongly in the 
direction of pessimism. Furthermore, whatever optimism profit-re- 
ceivers do have must be traceable to price rises induced by new excise 
taxes and not to price rises not so induced, since otherwise prices 
would have risen independently of the tax shift.. There may indeed be 
market situations in which pretax prices were below maximum-profit 
levels for some reason which is eliminated by the imposition of the 
excise tax. Each firm in a certain industry, for example, might have 
regarded a price increase as a profitable move if other firms had fol- 
lowed suit and might have been uncertain that they would do so until 
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the excise tax was imposed; in another industry firms might be pricing 
on a “fair” rather than a maximum profit basis and the tax may be 
supposed to justify a higher price; in still another industry entre- 
preneurs may have failed to increase pretax prices on the expectation 
that such a move would have led either to the entrance of new firms or 
to an increase in wages for existing firms, and they may feel that a tax- 
induced price rise will not lead to either result. There are undoubtedly 
other possibilities.“* The very nature of these cases, however, argues 
for their relative rarity, and this in turn strengthens the case against 
optimistic profit expectations as a direct result of the Period 2 excise 
tax. 

To the extent that Period 2 consumption expenditures do not rise 
sufficiently to support whatever price increases are induced by the 
excise tax, some decreases in output and employment are inevitable. 
The unemployment pattern (II) is thereby added to the picture. Its 
appearance may not, of course, be permanent. The economy may return 
to full employment of its own accord [the individual-benefits-and-bur- 
dens pattern (I) replaces the unemployment pattern (II)] or the 
government may intervene to achieve the same result [the government- 
induced-monetary-expansion pattern (IIIA) replaces the unemploy- 


ment pattern]. We might also get a blend of all four patterns together. 
Exactly the same results would follow from a set of partial excise 
taxes.’® 


* Less-than-maximum-profit pricing is also possible simply because of uncertainty as to 
what the best price level is. This does not satisfy our requirements as well as the possibilities 
mentioned in the text, however, since it will take some time for the new (Period 2) price 
level to prove itself, and in the interim there is no reason for profit receivers to have 
optimistic income expectations. Cf. William Fellner, “Average-Cost Pricing and the Theory 
of Uncertainty,” Jour. Pol. Econ., June, 1948, LVI, 249-52. 

*In order to set forth, without qualification, the results of dropping our assumption 
of a perfectly inelastic aggregate labor supply function we must determine the effects of 
excise taxation, as compared to the taxation of incomes, on the length of the full-time 
work week, the length of annual vacation periods, the average age at which workers enter 
and leave the labor force, and so forth. The conventional method of doing this has been 
to study the influence on consumers of the price increases induced by an increase in excise 
tax rates (see, for example, Corlett and Hague, op. cit., Henderson, op cit., and Little, 
op. cit.). The four basic patterns just derived, however, show that excise taxation will typi- 
cally cause declines in the money incomes of a number of people and, even in a world 
where highly competitive markets are relatively rare, may frequently lead to price decreases 
as well as price increases. All of these changes are likely to affect labor incentives, and their in- 
fluence must therefore be taken into account. 

We must also beware of situations in which excise taxes change the supply of labor 
solely by operating on factors which could also have been affected by an income tax. A 
shift from income taxation to a particular set of excises might, for example, increase income 
inequality and, through this change, increase the supply of labor (assuming the labor 
supply function to be negatively sloped in the lower income groups and positively sloped 
in higher income classes). Since exactly the same effect on income distribution and hence 
on the aggregate labor supply could also have been brought about by altering the nature 
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Finally, the analysis of our four basic patterns may readily be 
extended to cover the investment-goods sector of the economy. A set 
of partial excises on consumption output, for example, is likely to lead 
to an expansion of investment at the expense of consumption, and 
partial excises levied on investment output are likely to have opposite 
effects. If full employment is maintained, we have an additional variant 
of Pattern I. Regardless of whether investment expands or contracts, 
the excises impose a mixture of individual burdens and benefits, the 
net effect on aggregate economic welfare being indeterminate in the 
present state of welfare theory. This appears to be the only new ele- 
ment. Apart from it, an excise tax on investment output may give rise 
to Pattern II, Pattern IIIA or Pattern IIIB or to some combination of 
them. The probabilities of occurrence of each of the four possible 
patterns depend in part upon the effects of excise taxation on the level 
of monetary demand for capital goods, but this is too complex a topic 
for discussion here. 


V. A Possible Fifth Pattern 


Of the four patterns of excise tax effects so far discussed only the 
unemployment one necessarily involves an increase in consumer-good 
prices relative to aggregate factor incomes, thereby showing a burden 


on consumers as a group. We have also seen that this burden exists 
only to the extent that unemployment results from the imposition of 
the excise tax. 

In his recent article on sales tax incidence, however, Due argues that 
when the expenditure of the excise tax proceeds is taken into account 
the tax not only leads to higher consumer-good prices relative to factor 
incomes but also fails to interfere with the maintenance of full employ- 
ment.” Is this, then, a fifth pattern of excise tax effects? 

Let us suppose, first, that the government increases its expenditures 
by 10 during Period 2 and simultaneously levies a general excise tax 
designed to yield 10. All consumer-good prices rise by the amount of 
the tax, but aggregate consumption demand continues at its Period 1 
level of 80 (either because Period 2 consumption is based upon Period 
1 disposable incomes or because it is based on the total disposable in- 
come expected for Period 2 and income receivers expect neither addi- 
tional incomes as a result of the new government expenditures nor 
income losses as a result of the new excise tax). Sales of consumer goods 


of the existing income tax, we do not have here a difference between income and excise 
taxation as far as their effects on labor incentives are concerned. This, if I read him correctly, 
was one of Henderson’s main points (oP. cit., especially pp. 544-45), but it was ignored by 
Little in his criticism of Henderson. 


»* Due, op. cit., pp. 260-63. 
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fall during the period and resources are released by private business. 
Assume that all such resources immediately find employment under the 
new government program and that no other resources are used there. 
Government spending, in other words, affects only the consumer-goods 
sector of the economy. After all such changes have taken place con- 
sumption is less, government output is greater, full employment con- 
tinues to prevail, consumer-good prices are up and factor disposable 
incomes are the same as before (see Table V). 


TaBLe V.—PrRopuct AND INCOME, PERIOD 2 


20 T(Y+E) 20 
10 90 
80 


110 NNI 110 


It is clear that over time consumers have been burdened. They are 
worse off in Period 2 than they were in Period 1. May we conclude 
from this that the burden is due to the excise tax? Due’s argument is 
yes, provided only that the additional government expenditures would 
not have occurred in the absence of the excise tax.”* The plausibility 
of this argument, however, is seriously impaired by the presence of 
the word “excise.” It is possible to conceive of situations in which state 
and local governments, being unable to borrow from any source for 
some reason or other, must tax in order to finance new expenditure 
programs. It is much more difficult, however, to conceive of why they 
should have to levy an excise tax in order to increase their spending. 
Government spending, in the opinion of the writer, is always separable 
from specific types of taxes even though, on relatively rare occasions, 
it may not be separable from taxation in general.” This argument leads 
directly to the conclusion that the consumer burden with which we are 
dealing here cannot be attributed to any particular tax as such. It is 
the government spending program which results in a shift of resources 


™ Loc. cit. 

™ Even in the case of a so-called benefit levy such as a gasoline tax the extent to which 
government expenditures on highways and streets could not have been made in the absence 
of the gasoline tax is a debatable question. It seems unrealistic to place all highway spend- 
ing in the inseparable category, just as it seems unrealistic to argue that no gasoline taxes 
can be levied without spending an equal amount of money on services to gasoline users. 
Once this point is granted the conclusion must be that the effects of gasoline taxes do not 
include the effects of government highway expenditures. 

For a contrary view on this issue see M. Slade Kendrick, “Public Expenditure: A 
Neglected Consideration in Tax Incidence Theory,” Am. Econ. Rev., June, 1930, XX, 226- 
30, and “The Incidence and Effects of Taxation : Some Theoretical Aspects,” Am. Econ. Rev., 
Dec., 1937, XXVII, 726-29. 
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from private to public use and hence in a decline in consumption output, 
and this consumer burden is the same for any given program regardless 
of the type of tax used to finance it, We do not, in other words, have 
here an additional pattern of excise tax effects. 

Due’s analysis of the effects of a new government spending program 
financed by a new excise tax is essentially the same as ours. We disagree © 
only with his conclusion that the resulting burden on consumers should 
be attributed to the excise tax. Due concedes that an income tax might 


TABLE VI.—PrRopucT AND INCOME 


Period 2’ Period 2” 


T(Y+Y) 20 T(Y+Y) 20 
Y¥(—T) 90 ¥(—T) 80 


NNI 110 NNI 100 


have been used in place of the excise tax, but he does not push the 
comparison far enough to show the similarity in consumer burdens 
under the two types of taxes. Under increased income tax revenues, 
assuming as in the case of excise taxation that government spending 
affects only the consumer-goods sector, we get either the same higher 
price level for consumer goods and the same aggregate factor incomes 
as under the excise tax (see Period 2’, Table VI) or we get no change 
in prices as a result of the government program but a fall in factor 
incomes (see Period 2”, Table VI). Consumer-good prices must rise to 
the extent that private demands are maintained in the face of higher 
government bidding for resources (Period 2’), a stable price level being 
possible only if the income tax first reduces private demands and the 
government then steps in to take up the slack (Period 2”). In either 
case prices rise relative to factor incomes and consumers are subjected 
to exactly the same burdens. 

Our possible fifth pattern, then, is not one of excise tax effects at all, 
and we are left with the four basic patterns derived in the preceding 
four sections. 


VI. Conclusions 


This paper has been concerned with the burdens and benefits of 
excise taxes, either partial or general, in a noncompetitive world 
characterized specifically by widespread restrictions to entry and a 
significant amount of downward price inflexibility. These burdens and 
benefits are divided into four basic patterns which are analyzed in 
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Sections I through IV. Of these patterns the first has been described 
before but only for a perfectly competitive world; the other three have 
received at best only passing attention in excise tax literature. Although 
each pattern has been derived explicitly for excise taxes of either partial 
or general coverage, it is clear that the analysis applies equally well to 
any tax which leads to an increase in the selling prices of final output. 
The corporation income tax, to the extent that it is shifted forward in 
the classical sense, will give rise to some of the same burdens and 
benefits as are here attributed to excise or sales taxes. 

The main characteristics of the four patterns may be summarized 
as follows: 

Pattern I; Excise taxation burdens some individuals but benefits 
others; on balance, therefore, it may impose an excess burden or an 
excess benefit. 

Pattern II: The substitution of excise for income taxation so that 
government revenues are kept constant lowers the level of employment 
and output. In this case excise taxation imposes important and un- 
equivocal excess burdens, resting partly on consumers and partly on 
resource owners. 

Pattern IIIA: The government reacts to the appearance of Pattern 
II by adopting a successful full-employment policy. Excise taxation 
involves an excess burden in so far as these policies require the use of 
resources which could have been used more effectively elsewhere. 

Pattern IIIB: Excise taxation leads to a higher price level and to 
higher incomes, the necessary monetary expansion being generated 
entirely within the private sector of the economy. No important burdens 
or benefits need result, but, for reasons given above, this pattern seems 
unlikely to occur apart from elements of the other three. 

The excess burden traditionally associated with excise taxation— 
namely, that such taxes distort the allocation of employed resources 
and lead to an inferior composition of full employment output—appears 
in Pattern I, but then only as one of two possibilities. Apart from this 
result, excise taxation will frequently benefit individual consumers and 
on occasion may result in a net benefit as far as all consumers are con- 
cerned. On the other hand, excise taxes are also very likely to impose 
burdens which are more readily identified than the classical excess 
burden and which also seem considerably more important. The classical 
indictment of excise taxation is upheld, but the reasons for doing so 
differ from the traditional ones. 
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THE ECONOMICS OF A FUND RESOURCE WITH PARTICU- 
LAR REFERENCE TO MINING 


By Donatp CARLISLE* 


A source of confusion in attempts to apply economic theory to mining 
has been the failure to distinguish clearly between the rate of recovery 
of the mineral product and the completeness of extraction of the total 
mineral occurring in the ground. The distinctinction applies in principle 
to any “fund” resource as opposed to a “flow” resource and should be 
applicable in varying degree in situations involving both stocks and 
flows of wealth in combination. In this paper certain modifications of 
the economic theory in question are discussed and some implications 
for policy are suggested. 


I. Diminishing Returns in Mining 


Ricardo recognized that mines are of differing quality and that at- 
tempts to increase the mineral production of an economy would eventu- 
ally encounter diminishing returns in the necessity of recourse to 
poorer mines, and that this extensive application of capital and labor 
would give rise to a rent of mines.’ He did not clarify, however, the 
manner in which diminishing returns would arise as capital and labor 
are applied more intensively to a given mine. On this latter point sub- 
sequent economists have disagreed. 

Three opposing views on the operation of the law of diminishing 
returns with the intensive application of capital and labor to mines 
appear in the literature: (1) that diminishing returns is illustrated by 
the increasing difficulty of extracting the mineral product as the mine 
is depleted; (2) that the law in its normal technical sense does not 
apply to mines; and (3) that it is illustrated by the decreasing effective- 
ness of more intensive application of capital and labor in increasing the 
rate of working a deposit. Only the last of these is acceptable and this 


* The author is assistant professor of geology at the University of California, Los Angeles. 
Much of the material in this paper was assembled during the tenure of the C. K. Leith 
Fellowship in Geology, at the University of Wisconsin. 

*David Ricardo, The Principles of Political Economy and Taxation, Ch. 3. Cf. Adam 
Smith, The Wealth of Nations, Bk. 1, Ch. 11, Pt. 2. 
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with reservation.? As Gray has indicated,* the average cost per ton of 
mining all the coal from a deposit might be expected to fall at first and 
then rise as the proposed rate of extraction is increased. One particular 
rate will yield a minimum average cost per ton. Gray then shows that 
the necessity of discounting future earnings at the interest rate to arrive 
at present value justifies a rate of extraction greater than that yielding 
minimum average expense per ton. Thus in this third view, diminishing 
returns appears not simply in the differing physical yield with more 
intensive utilization, as it normally does, but in the time distribution 
of a given total physical yield. The manner in which this total yield of 
a mine is also subject to economic decision is not discussed except for 
those cases in which ore may be left unmined for the sake of speed. 

Serious misconceptions are likely to result from this one-sidedness 
because the total physical yield from a mine is neither fixed nor natu- 
rally determined. At least half the problem is neglected when only the 
rate of mining is considered and, except in so far as the rate directly 
affects the total yield, very little or nothing can be said about the 
extremely important decisions concerning grades of ore mined, com- 
pleteness of mining, and per cent extraction of the valuable product 
from the mined ore. 


II. Rate of Recovery and Level of Recovery Defined 


My purpose is to show that two distinct kinds of choice are made in 
operating a mine; one, between alternative rates of production from the 
particular deposit or part of a deposit, here called the rate of recovery, 
and the other between alternative total amounts of mineral to be ex- 
tracted from the particular deposit or part of a deposit (alternative 
fractions of an absolute total assumed to be present in the ground), here 
called the level of recovery. It is the second of these choices that has 
been neglected in the application of economic theory to mining. 


* Diminishing returns in the first view is used in a nontechnical sense, for it is said to 
arise not in the choice between alternative ratios of variable factors applied to a fixed factor 
(the mine in a given state of depletion) but in the time-related and unavoidable changes 
in the mine itself. See, e.g., F. W. Taussig, Principles of Economics, 4th ed. (New York, 
1939), pp. 138-39. The second view appears in Alfred Marshall’s reference to a mine as 
“nature’s reservoir .. . if one man could pump it out in ten days, ten men could pump it 
out in one day; .. .” in Principles of Economics, 8th ed. (London, 1920), p. 167. Un- 
happily the simple relation does not hold. 

*L. C. Gray, “Rent Under the Assumption of Exhaustibility,” Quart. Jour. Econ., May, 
1914, XXVIII, 471-72. See also J. Orchard, “The Rent of Mineral Lands,” Quart. Jour. 
Econ., Feb., 1922, XXXVI, 310-33; W. A. Roberts, “Diminishing Returns in the Mining 
Industry,” Jour. Land and Pub. Utility Econ., 1939, XV, 21-29; H. C. Hoover, “The 
Economic Ratio of Treatment Capacity to Ore Reserves,” Engineering and Mining Jour., 
Mar., 1904, LXXVII, 475-76. 

“The neglect may derive in part from a concept held by some that mineral deposits are 
more or less sharply delimited, and from the emphasis given to the rate of mining by some 
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Although decisions as to the rate and the level of recovery commonly 
influence each other, there is no inherent relationship between the two 
variables. Thus, to consider one possibility, by selectively mining the 
best ore, a high rate of recovery may be achieved at the expense of a 
lower level of recovery. “Gutting” or “picking the eyes out” refers to 
extreme forms of selective mining. Or, instead, a high level of recovery 
may be achieved while the rate of recovery is held constant or actually 
declines. This happened on the Rand following the rise in the price of 
gold in 1933 and the imposition of the excess profits duty tax. The tax 
so favored high-recovery, low-profit producers over low-recovery, high- 
profit producers that the latter were encouraged to mine much more 
low-grade ore, with the total result that the life of Rand mines as a 
whole was greatly increased while the yearly production of gold was not. 
Or thirdly, as is the case when metal prices rise without an offsetting 
rise in supply costs, it may become worth while either to mine lower- 
grade ore or more tons per day or both. Thus where mass mining of low- 
grade ores has successfully replaced selective mining of restricted high- 
grade portions, both the level and the rate of recovery have been raised 
by increasing the capital investment in the mine and recovery plant. 
Admittedly, such large-scale methods are not practical unless the de- 
posit is susceptible to rapid mining, and to this extent the level is 
dependent on the rate, but there is still a wide range of rates at which 
such combinations of large-scale plants and ore bodies can be worked 
beyond the minimum rate necessary for mass mining. 

Analysis of the level of recovery is extremely important, for it fre- 
quently happens that low-grade or high-cost ore can be mined at a 
profit only if it is removed and treated along with the neighboring high- 
grade ore. The low-grade could not bear, by itself, the costs of develop- 
ment and mining, not to mention the costs of rehabilitation of the mine 
should this be necessary after the better ore has been removed. Of 
course to remove every ton of potential ore from the mine or to recover 


mining engineers. Coal mining has commonly been chosen as the type example for analysis 
and because coal is a bedded deposit, the quantity of mineable coal in a given seam beneath 
a given land surface does in fact tend to be less variable than, say, the ore in a disseminated 
copper deposit. Nevertheless there is a wide range of choice as to the amount of coal finally 
recovered (60 to 80 per cent of the total coal in the ground in American mines against 90 to 
95 per cent in some European mines) and the deposit is by no means a “reservoir” of pre- 
determined capacity. Considerable attention has been given to the level of recovery in the 
petroleum industry but the analysis proceeds through the rate of recovery and the close 
relationship between cumulative yield and rate. Rarely discussed but increasingly important 
are the purely level-of-recovery decisions surrounding tight, lean, or thin sands, low-grade 
crude oils and gases, small traps, deep horizons and similar conditions. S. V. Ciriacy- 
Wantrup in Resource Conservation Economics and Policies (Berkeley and Los Angeles, 
1952), pp. 31, 74-75, 209-12, does distinguish between “cumulative use” and “rate of use” 
and discusses “cumulative use” as it relates to “rate of use” but turns his attention almost 
entirely to the latter. 
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100 per cent of the valuable contents from the ore would be privately 
and socially unjustiable for it would entail the waste of other factors 
of production. Furthermore it is not always true that unmined low- 
grade ore and the metal remaining in incompletely treated tailings will 
be lost forever. Some placer gold deposits in California and elsewhere 
have been reworked several times; the Greater Butte Project is con- 
verting several million tons of formerly submarginal ore and rejected 
waste into mineable ore,° and some mines in the Tri-State district main- 
tain their completed stopes in a workable condition in the belief that 
future demands may warrant the recovery of remaining low-grade ore. 


III. Cost Terminology 


In the following analysis costs of production include all the costs of 
discovering, purchasing or otherwise acquiring the right to mine, of 
developing and equipping, of mining and extracting the valuable prod- 
uct, and of marketing it. An unusually large proportion of the costs 
in mining are sunk costs not affected by the rate or the level of pro- 
duction in the short run. Other costs such as those of pumping, the 
minimum amount of management, obsolescence and interest are “fixed 
charges” in the customary sense because they must be carried at a more 
or less fixed rate per day if the mine is to produce at all. Their total, 
therefore, is directly proportional to the time required to exhaust the 
ore body. Still other costs may at times decrease and at other times 
increase on a per ton basis as either the rate of recovery or the level 
of recovery is raised. In grouping all these into fixed and variable costs, 
it is necessary to refer to costs as a total for the expected life of the 
mine or part of a mine (i.e., unit cost times the total output to be ob- 
tained from the mine) rather than to total cost per unit of time (7.e., 
unit cost times output per unit of time), as is ordinarily done, because 
we are dealing with a body of ore and both the rate at which it is 
mined and the total number of units of output to be obtained from the 
mine can be changed independently. The term fixed cost (FC) as used 
here, therefore, refers to costs which remain constant as a total for the 
life of the mine in spite of wide variations in either the rate or the level 
of recovery. They include mainly the investment of capital in acquiring 
the property, in developing and equipping the mine and in the recovery 
plant. Average fixed cost per unit of product is decreased by increasing 
the level of recovery but not by increasing the rate of recovery. All other 
costs are variable costs. Costs which vary as a total for the life of the 
mine with respect to both the rate and the level of recovery are termed 


*J. B. Huttl, “Greater Butte Mine Output Nears 10,000-ton Mark,” Engineering and 
Mining Jour., Apr., 1953, CLIV, 77-81. 
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rate-level-variable costs (VCri). Among these are ordinary depreciation 
on plant and equipment, most direct labor and material costs and the 
“fixed charges” mentioned above. In general a rate-level-variable cost 
will vary by different amounts and perhaps in opposite directions 
(e.g., pumping) with a given proportionate change in the rate and in 
the level of recovery. The two remaining categories are minor. Level- 
variable costs (VC.) vary as a total for the life of the mine with the 
level of recovery but remain fixed with changes in the rate of recovery 
and include, for example, royalties on the gross product and costs of 
underground surveying, sampling and geology. Rate-variable costs 
(VCe) vary as a total with the rate of recovery only. 

Neither costs nor revenues are discounted to present value in the 
analysis. Instead, the resulting alternative profit streams are compared 
in the light of the presumed time preference of the recipient. This is in 
line with mining practice and it avoids the very cumbersome calcula- 
tions required if alternative costs and revenues are discounted. Unless 
stated otherwise, product price and factor costs are assumed to remain 
constant not only currently but for the life of the mine. 


IV. Alternative Rates of Recovery: Case 1 


In a gravel deposit of approximately uniform quality and accessibility 


throughout, or in an equally uniform placer gold deposit, or even in a 
single underground block of ore of fairly uniform grade and accessi- 
bility, it is highly practical to set some limits to the grade and tonnage 
of material to be mined and to treat these limits as fixed quantities in 
further calculations. Where the grade or quality of the material is quite 
variable, it is still practical to set such limits, provided that a reasonable 
knowledge of the deposit or portion of a deposit is to be had; and such 
limits are commonly set. Even where the accessibility and therefore the 
cost of mining also vary within the deposit, as from level to level or 
from wide veins to narrow veins, it is still practical to plan on a particu- 
lar total tonnage composed of a particular grade or grades of ore, all 
more or less well known according to the geological character of the 
deposit and the amount of exploration done on it. The per cent of 
extraction of the valuable product from the mined ore may likewise be 
set, at least roughly, through the selection of a particular kind of re- 
covery plant. And all this is commonly done. In total it all amounts 
to fixing the level of recovery for the deposit or portion of the deposit. 

As in all productive activities, attempts to increase the rate of output 
from a given plant or piece of land (the ore body) tend to encounter 
increasing returns per unit of expense at very low rates of output, and 
diminishing returns at higher rates. Decreasing costs result from a bet- 
ter coordination of men, materials, and machines as plant capacity is 
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approached, as in the usual case, and from a reduction of total “fixed 
charges” through shortening the life of the mine. Total fixed costs are 
not spread because the total product is fixed. The economies of speed 
are opposed and eventually outweighed by diseconomies of over- 
crowding and the decreasing advantages or the impossibility of further 
enlarging mine openings or of adding to the number of working faces 
or transfer openings in the given ore body, of using more labor at each 
working face, more blast holes per round, more powder per hole and so 
on, or of further speeding up the drawing, hoisting, and transportation 
of broken rock. With very rapid extraction the cost of superintendence 
may also rise. The aggregate effect can be shown graphically as in 
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Fic. 1. ALTERNATE RATES OF RECOVERY: CASE 1 


Figure 1 with the usual cautions regarding the smoothness and continu- 
ity of the curves. Since the total product is fixed and since fixed costs 
and level-variable costs are constant as a total for the life of the ore 
body, average fixed costs (AFC) and average level-variable costs 
(AVC) appear on the graph as a horizontal line. The average total 
unit cost curve (ATUC) is U-shaped reflecting the effects of economies 
and diseconomies. In practice there may be only a few alternative rates 
owing to the lumpiness of one or more of the variable factors, and cost- 
yield relations may be known over only a limited range and may not be 
strictly comparable. Nevertheless, estimates of the sort indicated here 
are made, approximately or precisely as the known facts allow.® 

* The examples illustrated in Figures 1 and 2 are hypothetical, but to simulate reality as 


much as possible, particularly with regard to costs, total tonnages, and rates of recovery, 
the data are generalized from real examples. 
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Assuming pure competition, the largest ¢ota/ profit (or the smallest 
total loss if product price falls below the least cost per unit) on the 
stock of ore, irrespective of its distribution in time, is obtained by 
mining at the least-cost rate (250,000 tons per year in the example). 
The highest current rate of profit per unit of time, however, is obtained 
at the rate of recovery where marginal cost (MCer) equals marginal 
revenue (ZR) (360,000 tons per year in the example). The former 
“optimum” might be valid where a deposit is very small or where a dis- 
continuous or intermittent demand precludes continuous operation at a 
higher than least-cost rate. The latter “optimum” is undoubtedly 
favored when rapid return of capital is required, but the total profits 
will have suffered by the change to a higher than least-cost rate. Since 
income in the future will be discounted at a rate of interest at least 
equal to that obtainable on a safe investment, and will in fact be dis- 
counted at a rate commensurate with the time preference of the inves- 
tor-recipient, the true optimum rate of recovery is that which yields 
maximum present value. Ordinarily this falls between the least-cost 
rate and the rate at which profit per unit of time is maximized. It can 
be lower than the least-cost rate only if time discount is negative as 
might be the case, for example, if ore reserves are held as insurance 
against unfavorable developments elsewhere. It will be higher for higher 
assumed levels of recovery; and with a very high rate of discount, as 
when market risks are high, the optimum rate will rise toward the 
upper limit where marginal cost equals marginal revenue. It could not 
exceed this limit since both the life of the mine and the current rate of 
profit fall beyond this point.’ 

Except for gross maladjustments of mill capacity to ore reserves, the 
optimum rate of recovery in the short run is likely to be close to de- 
signed mill capacity. In many mines it is profitable to work the mill at 
greater than designed capacity but the upward range of possible rates 

*Let d=discount rate, R= rate of recovery, L = level of recovery, n = life =L/R, 


TP = total profit, PV = present value. 
TP (AR —ATUC)L 


1+ d(n) 1+ d(L/R) 
PV approaches 7P and is maximized at the least-cost rate. For positive d, PV is less than 
TP but increases at rates above the least-cost rate up to the point where the increasingly 
rapid rise in ATUC and the decreasingly rapid fall in m prohibits further gains. The rise in 
R is more effective when d and L are large and, hence, the optimum rate is higher. 

In practice the income from a mine is usually treated as an annuity of A dollars per 
year at compound interest and years in length. Hence, PV = A er or according 
A 


to the Hoskold formula PV = 7 (where d is the “speculative rate” sup- 
+a’ 


. As d approaches zero, 


Assuming simple interest; PV = 


(1+d)"—1 
posedly required by the investor and d’ is the “safe rate”). See R. D. Parks, Examination 
and Valuation of Mineral Property, 3rd ed. (Cambridge, 1949), Pt. 2. 
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cannot be very large without additions to the plant itself. On the other 
hand, the structural and mineralogical characteristics of the ore body 
and the capacity of the underground plant governs the rate at which 
ore can be developed and prepared for mining. This in turn governs 
the number of stopes that can be kept in operation and thus limits the 
rate of recovery. 

Most of the discussion by mining engineers on the optimum rate of 
working mines has been addressed to a longer-run yet recurrent prob- 
lem of adjusting plant capacity to ore reserves. Even at moderate rates 
of discount, ore reserves that lengthen the life of the mine beyond thirty 
or forty years add little or nothing to its present value and usually it 
will pay to increase plant capacity before reserves are this large. Most, 
but not all costs become variable in this situation. Level-variable costs 
and costs that are more dependent upon land area than upon ore re- 
serves or plant size, such as the costs of surface surveying will remain 
fixed. The cost of pumping may remain a “fixed charge” and continue 
to decline as a total with speed. On the other hand, the increasingly 
larger amounts of capital and labor must be applied to a given body of 
ore and the larger capital redemption charges must be borne by a given 
amount of product. Other advantages and disadvantages of larger scale 
are well known. The net result, an increase in short-run fixed costs off- 
set by a decline in short-run variable costs up to a point of diminishing 
returns, can be represented by a set of longer-run cost curves in the 
traditional way. The three longer-run optima will be related to these 
longer-run curves in the same way as the short-run optima are related 
to the short-run curves just described although it should be remembered 
in calculating the present-value optimum that the time required to build 
a new plant may be longer for larger plants. 


V. Alternative Levels of Recovery: Case 2 


The assumption of a fixed ore supply now can be removed and atten- 
tion given to the much neglected “level of recovery.” Factors deter- 
mining cut-off grade, workable limits of ore, and completeness of ex- 
traction will be examined, assuming at first that the rate of recovery 
is constant. 

Grade of Ore. Other things being equal, the lower the grade or the 
poorer the quality of the ore,* the higher will be the cost of recovery of 
the valuable product. In most mineral deposits there are all gradations 
between waste rock and ore, and even in those where boundaries 

*In metallic ores the term “grade” refers to the per cent metal content or the metal 
content per ton of rock, and the term “quality” refers to such characteristics as mineral 
composition, presence of deleterious impurities, grain size, grain boundary relations, hard- 


ness, and larger textural features, all of which influence the costs of treating the ore and re- 
covering the valuable product. 
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between waste and ore are sharp and clear, there can still be found wide 
variations in grade and quality of the ore material. To the extent that 
there is a choice of the grade of ore to be mined, there is also a choice of 
the total tonnage and accordingly of the total product recovered; the 
lower the allowable grade, the higher the tonnage. The proportionate in- 
crease in tonnage with a given proportionate fall in allowable grade will 
be different in different deposits and will depend on the relative amounts 
and distribution of higher and lower grades of ore. Thus in a few de- 
posits with highly concentrated and sharply defined zones of minerali- 
zation the choice of grade may be quite insignificant, whereas in others 
it may be the major decision.® Fixing the cut-off grade in deposits of 
this latter sort may require several calculations of alternative tonnages 
and grades on the basis of different assumptions as to mineable limits. 
Simply by repeating the cut-and-try technique, a final acceptable esti- 
mate is reached. 

Workability. Equally important with grade is the workability of the 
ore which is measured by the cost of physical removal of the rock. 
Accessibility from mine openings, thickness and regularity of the ore 
zone, hardness and toughness of the ore, presence of interfering 
structures such as faults or folds, weak ground which may require that 
pillars of ore be left or timber placed for support or which may cause 
dilution of ore with waste rock during mining, the amount of over- 
burden, and several other factors all affect the workability of the ore, 
and must be considered when deciding what ore to take and what to 
leave. Of these variables, thickness may be as significant as grade and 
for low-grade ore bodies it may be the controlling factor. Costs are high 
in narrow stopes partly because the amount of ore broken per foot of 
hole drilled is less than in wide stopes. But frequently the largest 
economy from mining thicker ore bodies is a simple spread of more or 
less fixed preparatory costs. In almost every case the decrease in cost 
per foot of added width becomes less at very large widths and it may 
be reversed.”° 


*It has long been known that in the large copper deposits of the western United States 
the amount of ore available increases irregularly as the acceptable grade is lowered. At the 
Climax Molybdenum property according to W. J. Coulter, F. S. McNicholas, A.D. Storke, 
“History and Trend of Mining at Climax,’ Min. and Met. June, 1946, XXVII, 305: 
“Neither the footwall nor the hanging wall of the ore body have sharp definite limitations 
but values gradually grade off. On the footwall this gradation normally extends 25 to 50 
feet whereas on the hanging wall values between 0.4 per cent and 0.2 per cent MoS. may 
extend as far as 200 feet beyond the present established economic limit.” 

” For details including cost curves see, C. F. Jackson and J. H. Hedges, Metal Mining 
Practice, U. S. Bur. Mines, Bull. 419 (Washington, 1939), p. 298; F. W. MacLennan, Miami 
Copper Company Method of Mining Low-Grade Orebody, Am. Inst. Min. & Met. Engrs., 
Tech. Pub. No. 14 (1930), pp. 42-43; J. R. Finlay, The Cost of Mining (New York, 
1920), p. 103; and W. J. Busschau, The Theory of Gold Supply (London, 1936), pp. 93-95. 
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The Blending Concept—‘Controlied Mining.’ Variations in the 
grade and in the workability of ore may go hand in hand or they may 
partly compensate each other. However, ores of many different grades 
and many different costs, but sufficiently similar in other qualities to be 
amenable to the same treatment process can be mixed or blended to 
produce a mill-feed of uniform grade. This balancing process, some- 
times known as “controlled mining,” is an almost universal necessity 
in metal mining and is frequently applicable to nonmetallics as well. 
Blending often permits profitable recovery of otherwise submarginal 
ore. The low-grade or high-cost ore may be sufficiently near higher- 
grade ores that the same mine workings can be used for both, or it may 
be immediately adjacent to the high-grade so that advantage can be 
taken of the nonproportional rise in mining costs with greater thickness, 
or it may be “sweetened” by adding high-grade ore from a relatively 
small zone in the deposit merely to obtain the advantages of large-scale 
mining and processing.” In such cases and in general, unless separate 
mining or separate mining and recovery is both possible and necessary, 
it is incorrect to assume that each grade or block of ore must always 
stand or fall according to its own qualities. The questions of whether 
present value considerations justify the neglect of low-grade ore, and 
whether ore which remains submarginal in spite of its proximity to 
higher-grade ore should be mined are discussed in more detail below. 
Completeness of Extraction. Complete removal of all available ore 
from the mine or complete extraction of all the valuable product from 
the mined ore is never practical. Costs per unit recovered rise almost 
continuously and usually with increasing steepness as attempts are made 
to increase the per cent extracted. It may be more profitable to recover 
only most of the mineral content cheaply than to recover nearly all of it 
at a high cost per unit. In the short run, with the recovery plant given, 
the per cent extraction of metal will depend to some extent on the grade 
of ore itself. Also the mining method usually limits the recovery of ore 
in the mine. Moreover the choice of the mining method is itself in- 
fluenced by the grade of ore and the distribution of ore minerals.” 
Cost-Yield Relations. Now, combining these variables, the economies 
and diseconomies of a higher level of recovery (at a given rate of 
recovery) may be viewed as a whole. Fixed costs and rate-variable 
costs, since their total is independent of the tonnage mined, are spread 
over the larger product at higher levels of recovery. Each development 


" Cf. E. G. Lawford, “How Much of the Vein is Ore?” Engineering and Mining Jour., 
Jan., 1928, CXXV, 54-55. 

™See Jackson and Hedges, of. cit., pp. 282-91, for a comparison of stoping methods; 
pp. 305-11 for selection of the stoping method, especially pp. 306-7 respecting grade and 
distribution of ore minerals; and p. 385ff for economic factors in ore dressing. 
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heading, haulageway, transfer, chute, raise or shaft can be made to 
handle more material during its useful life. The acceptance of lower 
grades of ore may permit advantageous increases in the size of mine 
openings, particularly in the widths of stopes or of pits, which may result 
in greater efficiency and lower costs up to the point where problems of 
support and handling materials over large distances outweigh the 
advantages. In longer-run situations with the plant variable, relatively 
cheap systems of mining such as block-caving, diamond-drill stoping, 
even open pit operation might be substituted for costly underground 
selective mining. Parts of the underground plant—shafts, main haulage- 
ways, pumping and ventilation equipment—may not need to be aug- 
mented greatly to accommodate a much higher level of recovery at least 
within wide limits and, even with the plant variable, a few costs includ- 
ing rate-variable costs may remain fixed. Instead of only one kind of 
treatment process it may be practical to have modifications for special 
varieties of ore, or to recover minor by-products that in a small opera- 
tion could not be saved profitably. Unlike the longer-run modification 
of Case 1, the added capital costs here are carried by a larger total prod- 
uct. These and other economies of larger scale, if they operate at all, 
sooner or later will be offset by diseconomies of mining lower-grade and 
less accessible ore and of attempting to extract larger proportions of the 
product from the mined ore. At very large scales the advantages of a 
very large, highly specialized management may tend to break down and 
in longer-run situations the greater delay usually required for construc- 
tion of larger plants will increase the interest on borrowed capital and 
decrease present value. 

The hypothetical short-run case illustrated in Figure 2 assumes an 
irregular ore body containing an available maximum of 150,000 tons of 
metal which has a price of $14 per ton. Ore boundaries are gradational 
and a variety of grades of ore and subore occur in a roughly zonal 
arrangement. There are numerous choices, then, between “high-grad- 
ing” certain very rich portions and nonselectively mining the whole ore 
body. Extractions of, say, 75 to 90 per cent of the metal in the ore are 
feasible. It is estimated that regardless of the tonnage recovered, a total 
fixed cost of $100,000 will be necessary for equipment and primary 
development. Again this is total fixed cost for the life of the ore body. 
Note that the abscissa represents amounts rather than rates of output 
and the units are tons of total product at alternative levels of recovery. 
Marginal cost (MC_) and marginal revenue, therefore, are calculated 
with level of recovery rather than rate of recovery as the independent 
variable. 

In this case, with the price given and assumed constant for the life of 
the ore body, profits per unit of product are again largest where average 
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total unit costs are a minimum (at a total recovery of about 57,000 tons 
in the example). Since the rate of recovery is assumed to be the same 
for alternative levels, this is also the level at which current rate of 
profit per unit of time is maximized. But total profits are largest where 
marginal cost equals marginal revenue (at a total recovery of about 
87,000 tons in the example). This latter is the profit optimum if time 
distribution of earnings can be neglected, i.e., if the discount rate is 
zero, or if the difference in the time required to mine alternative 
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Fic. 2. ALTERNATE LEVELS OF RECOVERY: CASE 2 


amounts in the relevant range is not great. Again the general optimum 
is that which yields maximum present value and, as in Case 1, if the 
discount rate is positive this must lie between the least-cost level and 
the level at which marginal cost equals marginal revenue. It will 
approach the least-cost level with very high discount rates but cannot 
fall below it since both the life of the mine and the current rate of 
profit decline below this level. It can fall above the upper level only if 
the discount rate is negative since above this level the miner would be 
sacrificing total returns for a longer life. For a particular discount rate, 
the optimum lies closer to the upper limit when the assumed rate of re- 
covery is higher because the extra time required to mine at a higher 
level and the consequent loss through time discount is less at high rates 
of recovery than at low rates. 
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VI. Jointly Alternative Rates and Levels of Recovery: Case 3 


The analysis so far has been restricted to alternative rates at given 
levels of recovery and alternative levels at given rates of recovery. Since 
most variable costs vary with both the rate and the level of recovery a 
change in either rate or level will alter the position and shape of the 
average total unit cost curve with respect to the other. If for no other 
reason, therefore, the optimum rate of recovery can be expected to 
change as the level is changed and vice versa, although the changes need 
not be proportional nor even in the same direction.'* In addition, even if 
the average total unit cost curve with respect to one variable were un- 
affected by changes in the other variable, the present-value optimum, 
as shown, in Cases 1 and 2 respectively, would tend to be at slightly 
higher rates for higher given levels of recovery and slightly higher levels 
for higher given rates of recovery. 

A combined rate-level optimum can be calculated either by compar- 
ing alternative levels of recovery each at its optimum rate of recovery 
or by comparing alternative rates of recovery each at its optimum level, 
but it is usually more realistic to follow the former procedure. This is 
partly because, in looking ahead, much less is likely to be known about 
the ore body than about costs at various rates of recovery for given 
grades of ore and given sizes and locations of ore bodies. Possible levels 
fall roughly into only a few alternatives. Also the rate of recovery is 
frequently related to the level of recovery through technicalities of pro- 
duction. In some deposits containing metal sulphides, for example, too 
slow a rate may allow partial oxidation of the ore, thereby adversely 
affecting mill recovery, or even resulting in underground fires. Or overly 
rapid mining may result in excessive loss, through overbreak and dilu- 
tion of the ore.’* The opposite order of analysis is necessary for captive 
mines and in short-run situations where a treatment or fabricating plant 


* Long-run situations in which the optimum rate changes in the same direction as the 
level and vice versa are rather common. Thus a larger plant to raise the rate of recovery 
may ibecame practical only if large tonnages of low-grade ore are accepted and, likewise, 
large-scale methods usually result in rapid extraction. On the other hand, short-run situa- 
tions commonly arise in which any shift in the rate or level would encourage a shift in the 
opposite direction in the other variable. For example, with a mill working at or near its 
capacity rate, any significant decline in the grade of ore mined is likely to lower the opti- 
mum rate of metal or concentrate production. Such an inverse relationship between rates and 
levels reflects physical or financial restrictions in the particular mine and is more likely 
to arise, therefore, as higher and higher alternative rates and levels are considered. In a 
somewhat unusual sense this inversion might be thought of as another form of diminishing 
returns in mining. 


“A typical example of the technical interdependence of rate and level is given by T. 
Ertl in “Planning for the Optimum Rate of Draw in Cave Mining,” Engineering and Mining 
Jour., July, 1942, CXLIII, 56. 
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must be kept operating at or near a certain scale. Here the mine is 
forced to maintain a given minimum rate of recovery and the level is 
adjusted within this limit. 

As in Cases 1 and 2, the maximum-present-value optimum calculated, 
say, by comparing alternative levels each at its maximum-present-value 
rate, ordinarily occurs between the particular optima yielding maximum 
current rate of profit and maximum total profit.’° It approaches the 
former as the discount rate approaches infinity; the latter as the dis- 
count rate approaches zero. Within these limits it will occur at higher 
levels and faster rates if the optimum rate of recovery increases as the 
level is raised, but could reach the level at which total profit is maxi- 
mized only if the rate of recovery were to follow the level so closely that 
the life of the deposit would be the same at all levels, which is very un- 
likely if not impossible. 

Optima under the assumptions of Case 3 are not necessarily at higher 
rates and levels than under the assumptions of Cases 1 and 2 respec- 
tively. Thus in a mine in which physical or financial restrictions are 
such that the optimum level falls as the rate of recovery is raised over 
the relevant range (footnote 14), the assumption of a fixed rate of re- 
covery below the optimum rate justifies a (Case 2) level of recovery 
higher than the (Case 3) optimum level and vice versa. Removal of the 
restrictions which cause the inverse relationship between changing rates 
and levels, however, would bring about still higher optimum rates and 
levels of recovery. If, on the other hand, rates and levels tend to rise 
together over the range of choice, physical or financial conditions which 
fix the rate of recovery below the optimum rate justify a (Case 2) level 
of recovery below the (Case 3) optimum level. In other words, such re- 
strictions as undercapitalization and insufficient plant may promote 
overly selective mining. 

Relations between the variables and the three optima can be shown 
most easily on a three-dimensional block diagram. In Figure 3 rate and 
level are along the two mutually perpendicular horizontal axes and 
cost or price is along the common vertical axis. Price under the assump- 
tion of pure competition is represented by a horizontal plane and ATUC 
by a curved surface roughly the shape of an ellipsoidal basin. Figures 
1 and 2, then are perpendicular planes through the solid figure parallel 
to the rate axis and parallel to the level axis respectively. (The right 


’* Maximum total profit is obtained at the least-cost rate and a level where MC; (with 
respect to level) equals MR. Maximum current rate of profit occurs at a rate of recovery 
where MCe (with respect to rate) equals MR and at a least-cost level or slightly above 
or below this level if the particular optimum rate of recovery rises or falls respectively 
with increasing level. 
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end of the block is a Case 1 diagram.) In calculating combined rate- 
level optima by comparing alternative levels each solution is in terms of 
a vertical graph (though not necessarily a plane surface) passing 
obliquely through the solid figure in such a way that the rate of recovery 
is always at the required optimum for each level of recovery. The graph 
used to find maximum total profit by comparing alternative levels at 
least-cost rates would pass through the trough of the ATUC surface 
in Figure 3. The graph used to find the maximum current rate of profit 
by comparing alternative levels at rates where MCx equals MR would 


Current Rote of Protit Optimum 


Fic. 3. THe RELATIONSHIP BETWEEN THE RATE AND THE LEVEL oF RECOVERY 


be higher on the side of the basin away from the observer and the graph 
used to find maximum present value (dashed lines in the figure) would 
lie between these two. Figure 3 assumes that the optimum rate rises 
with rising level. 


VIL. Uncertainty and Its Effect on the Level of Recovery 


The analysis has assumed that reasonably good working estimates 
can be made of the ore supply under consideration. Because the ore 
supply is seldom fully known either in grade or amount in the early 
stages of mine operation, analyses of this sort cannot usually be applied 
to the whole deposit. Usually some exploration proceeds hand in hand 
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with exploitation, and mine operators are forced to build their plants in 
a patchwork fashion. Piecemeal development is also favored by the 
fact that ownership capital is likely to become more available and inter- 
est rates more favorable as the mine proves up substantial reserves of 
ore.*® 

In other words, because uncertainty beclouds estimates of ore supply, 
costs and market, miners are forced, just as economists are, to adopt a 
series of static solutions in a problem which is inherently dynamic. Of 
the two dynamic factors most unique to mining, namely depletion and 
discovery, discovery is the least amenable to prediction. The mere ex- 
pectation of future ore discoveries may modify the calculations. In gen- 
eral, the more likely the occurrence of additional ore and the larger 
the likely occurrence, the greater will be the tendency to build a plant 
larger than the optimum for the proven ore supply.”’ Putting it another 
way, analyses of the type discussed above may include prospective ore, 
but only in amounts reduced in proportion to the uncertainty of its 
occurrence. Thus, by limiting the application of capital and thereby 
preventing full attainment of the economies of scale, uncertainty tends 
to increase costs and to decrease the total recovery from mineral de- 
posits. Risks of factor supply and of the market may have a similar 
effect. 


But to what extent does uncertainty also inhibit fuller recovery from 
a mineral deposit through its influence on the discount rate? Some 
mining engineers have argued that very large amounts of ore, perhaps 
one-half or more of the otherwise profitable ore, might more profitably 
be left in the ground because of time discount. Hotchkiss and Parks, for 
example, show in a hypothetical case that with Hoskold rates of 8 and 
4 per cent (see footnote 8), the present value of mining only the richer 


* An example of this step-by-step development, so common in mining, is the Climax 
Molybdenum property. According to Coulter, McNicholas and Storke, op. cit., pp. 303-7 
and 317-19, prior to operation of the original 200-ton mill, proved plus probable ore 
reserves were estimated at 100,000 tons containing about 1 per cent MoS:. By 1924, 400,000 
tons had been removed and new ore bodies had been found. “For the first time a clearer 
picture of the structural features of the mineralization was developed.” Shrinkage stope 
mining was introduced. “By 1930 the demands for molybdenum had so increased that 
the mine was producing 1500 tons per day.” Over 100 million tons of low-grade ore had 
been found and new mining methods were developed which yielded greater efficiency, 
better recovery, and lower costs. By 1946, 43,000,000 tons of ore had been mined. During 
all this time, improvements, adaptations, and additions were being made to the mill to 
increase capacity as both the known ore reserves and the demand for molybdenum in- 
creased. In January, 1944, concentrator capacity was 20,000 tons per day. 

* Operators of newly discovered mines in parts of northwestern Quebec frequently adopt 
a rule of thumb for treatment capacity which is based on experience at neighboring mines 
regarding continuity of ore in depth. Ore reserves are estimated for the upper few 
hundred feet of the mine which have been explored prior to building a mill and are ex- 
pressed as the number of tons of ore per vertical foot of deposit. Daily mill capacity is then 
estimated at about forty per cent of the “tons per vertical foot.” 
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one-half of a 4,000,000 ton ore body at $1.50 per ton profit in 20 years 
exceeds the present value of profits from mining the whole 4,000,000 
tons at $1.00 per ton profit over 40 years by about 20 per cent.’** Cases 
of this type are built upon three assumptions. First, plant capacity is 
small relative to total ore supply, and the optimum rate of mining does 
not increase appreciably with higher levels of recovery. If, in the 
Hotchkiss and Parks example, plant capacity were four times the rate 
suggested or if the optimum rate of recovery were 150,000 tons per year 
for the larger tonnage as compared to 100,000 tons per year for the 
smaller, the advantage claimed for mining only the 2,000,000 tons 
would disappear. The second assumption is that the kind of mining ad- 
vocated will substantially increase the profit margin on certain high- 
grade portions of the ore body. Whether this is true will depend upon the 
relative amounts and the distribution of high- and low-grade ore and no 
general rule as to its validity can be given. The third assumption is that 
a relatively high rate of discount should be applied to future earnings 
from a mine; commonly 8 to 10 and as high as 25 per cent is recom- 
mended. The traditional argument in favor of this assumption is that 
mining risks are considerably higher, in general, than those in most 
other industries. But the highest risks of mining are strikingly asso- 
ciated with prospecting for and developing new mines and the over-all 
risk of mining should not necessarily be applied to an operating mine 
with substantial proved reserves. Furthermore, representing risk by a 
rate implies that the amount of risk is dependent on the time over 
which it operates, or that the likelihood of an unfavorable event in- 
creases directly with time. The risks of mechanical breakdown of 
market, of factor supply or of social or political change are generally of 
this sort but these operate similarly in nearly all industries. The risks 
of mining that are large and unique are the geological uncertainties 
surrounding any attempt to predict grades and amounts beyond ex- 
posed faces. These are not time-dependent and they are not reduced 
by shortening the life of the mine. On the contrary, many examples can 
be cited in which rapid recovery of only the rich ore would have in- 
hibited thorough exploration and full development of the deposit. Large 


**W.O. Hotchkiss and R. D. Parks, Total Profits vs. Present Value in Mining, Am. Inst. 
Min. & Met. Engrs., Tech. Pub. No. 708 (Feb., 1936). The incomplete data provided 
suggest that the 4,000,000 ton alternative is close to the level at which marginal cost 
equals marginal revenue and that the present value optimum under the assumed conditions 
would be slightly above the 2,000,000 ton level. See also, E. S. Berry, “Present Value in 
Its Relation to Ore Reserves, Plant Capacity and Grade of Ore,” Min. & Met., July, 
1922, III, 11; H. E. McKinstry, Mining Geology (New York, 1948), p. 474. For a 
more detailed statement of the argument presented here see D. Carlisle, “Maximum Total 
Recovery through Mining High-Grade and Low-Grade Ore Together Is Economically 
Sound,” Can. Inst. Min. & Met. Bull., Jan., 1953, CXLVI, 21-27. 
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geological uncertainties do not justify a high discount rate in calculat- 
ing optimum rates and levels of recovery. In fact, the hope of finding 
additional ore is one of the strongest incentives for raising the level of 
recovery and thus extending the life of known reserves. 

Several institutional forces are likely to contribute further to the 
desire for maximum recovery, even to the extent that the level may be 
raised beyond the total-profit optimum. Among these are the advan- 
tages of a long-life stable property in producing a more desirable com- 
munity, attracting a better class of worker, and in acting as a base for 
exploration and for holding staff and labor available for developing any 
new acquisitions. Large ore reserves serve as insurance against periods 
of unsuccessful exploration. If, through vertical integration, a smelter, 
or chemical or fabricating plant is dependent upon a stable output from 
the mine, conservation and maximum total output is a logical goal. The 
interests of management in the technical aspects of production and in 
the stability of their own and their employees’ jobs act in the same di- 
rection. So also may concern for the national welfare. High income and 
excess profits taxes may discourage large profits in any one year. 

On the other hand, there is one important kind of risk that can re- 
sult in overly selective mining, the risk of price. For some mines, not- 
ably for relatively small producers of coal, oil, several nonmetallic and 
some metallic minerals, the risks of market may far exceed those of ore 
supply. The greater the likelihood that the market or the price may not 
last, as with war markets, with cutthroat competition, or with limited- 
term contracts, the more advantageous is rapid selective mining or 


gutting. 


VIII. Some Effects of Monopoly on Price and Rates and Levels 
of Recovery: Case 4 


Most minerals, and particularly such staple industrial minerals as 
iron, copper, lead, zinc and mercury, are producer rather than consumer 
goods and their consumption is more responsive to changes in general 
business conditions, therefore, than to changes in price. The assumption 
of perfect price elasticity in the above analysis is realistic enough, how- 
ever, for gold mines, to some extent for mines which produce under a 
guaranteed price, and also for the great numbers of small mines con- 
tributing relatively minor amounts of metals such as lead, zinc, silver, 
or copper to a market dominated by a few large producers. It is not 
realistic for the dominant producers. Nor is it realistic for the larger 
part and sometimes almost the entire output of many industrial min- 
erals which are produced under conditions of oligopoly or virtual mon- 


opoly. 
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Some of the effects of impure competition upon the rate and level of 
recovery are illustrated in Figure 4. Assuming a fixed level of recovery 
as in Case 1, the rate of recovery yielding the largest total profit on the 
stock of ore, neglecting time discount, is that at which the difference 
between average total unit cost and price is greatest, but this is not 
necessarily at the least-cost combination. It may be displaced to the 
left of the least-cost combination by an amount that will depend upon 
the shape and position of the average revenue curve relative to the 
average total unit cost curve (or it may be indeterminate). Similarly 
the rate of recovery yielding the maximum current rate of profit (dashed 
line) is lower than the rate at which marginal cost equals price. With 
positive discount rates the general optimum yielding maximum present 


MR . 
 Shitt"due to monopaly Shitt"due to monopoly” 


Rote of Recovery Level of Recovery 


Fic, 4. A ComPpARISON oF THE EFFECT OF MONOPOLY ON THE RATE AND THE LEVEL OF 
Recovery: Case 4 


value again lies between the rate at which total profit is maximized and 
the rate at which marginal cost equals marginal revenue. Monopoly, as 
elsewhere then, unless it is more efficient than competition, would seem 
to promote lower rates of recovery and higher product price. It may be 
unwise, however, to apply this conclusion very rigorously or uniformly 
to the whole mining industry. Uncertainty and such dynamic factors 
as depletion and obsolescence, and particularly discovery and substi- 
tution may alter the effects of monopoly greatly. Production under con- 
ditions of declining cost relative to rate of recovery might result where 
competition is monopolistic and aggregate demand rather inelastic, as is 
probably the case for at least a part of the coal industry, and for several 
other nonmetallic industries. Or, as exemplified perhaps by the precious 
diamond industry, it might result from essentially pure monopoly and 
an aggregate demand that is thought to be highly inelastic and small 
relative to potential supply. A common situation in metal mining is that 
of a few workable deposits controlled by fewer producers selling a 
standardized product in an imperfect market; and without attempting 
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further analysis here, it appears reasonable to believe that metal mines 
tend to be operated at rates of recovery above the least-cost combination 
at least in the short run. For most metal mines the uncertainty of ore 
supply is likely to be a much greater deterrent to operation at optimum 
rates of recovery, especially the long-run optimum, than is the mon- 
opoly-price effect. 

The level of recovery, moreover, may be much less subject or nearly 
immune to the monopoly price effect. An increase in the level of re- 
covery will affect price only in so far as it also increases the rate at 
which the mineral is supplied to the market, that is only in so far as the 
rate of recovery rises and falls with the level of recovery. Some reasons 
for expecting the optimum rate to increase and others for expecting it 
to decrease with the level were mentioned above. Under many circum- 
stances, and particularly where only a part of a mine is under considera- 
tion, the level might be changed over a rather wide range without affect- 
ing the rate of recovery appreciably. In effect, then, demand may ap- 
pear highly elastic relative to the level of recovery and the solution for 
optimum level under impure competition (Figure 4) would be substan- 
tially unchanged from Case 2. The present-value optimum would be at 
lower levels than the Case 3 solution because the reduced rate promoted 
by impure competition would intensify the effect of time discount; but 
at normal rates of interest the proportionate decline in optimum level 
from this secondary effect would be much less than the proportionate 
decline in rate of recovery (see Figure 2, for example). Furthermore, 
the ability of monopoly to hold price up may allow lower grades of ore 
to be mined than would be mined under competition. 


IX. Some Effects of Price Changes on Rates and Levels 
of Recovery and ihe Number of Mines 


One additional point illustrating the usefulness of a distinction be- 
tween the rate and the level of recovery is worth noting. A change in 
price changes both the optimum rate and the optimum level of recovery 
but in practice the effect may be one-sided. As might be expected, the 
adjustment to lower grades under the stimulus of higher price is ap- 
parently much more difficult than the adjustment to higher grades when 
price falls. Moreover, rising price brings more and more formerly sub- 
marginal mines into production, and at the same time, because of the in- 
creasing steepness of cost curves, it encourages successively smaller 
increments in the level of recovery and usually in the rate of recovery 
in operating mines. It is rather common, in fact, for the number of 
mines to increase more rapidly than total output, many of the new 
mines being opened prematurely only to shut down after getting out 
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some of the higher-grade ore. The upward trend in total output tends to 
be continued then by the larger mines, both new and old, even as the 
number of mines decreases. Should price again fall, each plant erected 
under the stimulus of higher price either continues to produce at its own 
short-run optimum rate and level of recovery, thus contributing to over- 
capacity in the industry, or is forced to shut down and perhaps to allow 
flooding and collapse of mine workings and loss of ore. The record for 
mercury production (Figure 5) is particularly illustrative of these re- 
lations inasmuch as there have been large fluctuations in price, the 
geologic occurrence is such that production is sensitive to price, and the 
record for mercury has not been distorted by special premium prices for 
marginal producers. With each substantial fall in the price of mercury, 
operators have turned almost immediately to higher-grade portions of 
the deposits, shutting down low-grade stopes and reducing the total 
output of mercury. The opposite adjustment to lower grades of ore and 
higher rates of output has tended to lag behind price rise, partly because 
of rigidities in mining and partly because of the fear that high price 
will not last. 

Before extending the theory much further it would be desirable to 
know more about the opinions and practices of mine operators. How 
widely some of the concepts outlined in the paper are recognized and 
used in approximating optimum conditions is not clear. Very little is 
written about determining optimum grades, for example, and what 
appears is contradictory. Undoubtedly in many operations the sole 
criterion for choice is maximum current rate of profit. Yet this is the 
least defensible in theory. In all cases the current-rate-of-profit opti- 
mum occurs at levels well below total-profit or present-value optima. 
In practice, however, the hope of more or better ore or of favorable 
price changes and the fear of the opposite, and several noneconomic 
factors may have as much influence on rates and levels of recovery as 
the choice between optima. Nevertheless, recognition of the two inde- 
pendent variables and the use of univariant (Cases 1 and 2) and bivari- 
ant (Case 3) models would appear to be most useful. 
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DEGREE OF PROGRESSION: THE INCOME TAX 


By Ricuarp W. LInDHOLM* 


The degree of progressiveness of the income tax has become of in- 
creased economic significance as the income tax itself has acquired a 
more and more important place in revenue systems, as the level of its 
rates has increased, and as variations in this level have come to be 
recognized as an important tool in any fiscal program for the promotion 
of economic stability. Hence analysis of the probable economic effects 
of any proposed change in the rate schedule involves consideration of 
the way in which the progressiveness of the tax will be affected. For 
changes in the progressiveness of the tax are likely to affect the distribu- 
tion of income, and thus not only involve equity considerations but 
also have an impact upon the propensity to consume and the level of 
income itself. 

It might at first sight appear a simple matter to measure the way in 
which a given change in the income-tax rate-structure would affect the 
progressiveness of the tax; but in fact it is quite complex, since much 
more is involved than a simple comparison of two schedules of legis- 
latively established rates. In the present paper the meaning of income- 
tax progressiveness and the established concepts of the tax ratios to be 
used in measuring it will be reviewed, and two much improved measures 
of progressiveness will be developed. 


I. Tax Rates Used in Measuring Progressiveness 


The comparative progressiveness of individual income-tax schedules 
is calculated by the use of a number of types of tax-to-income ratios 
as bases. One such base starts with the legislative rates of the income 
tax act. The base is ready-made and does not require calculations or 
gathering of data; but it is also not very useful because a comparison 
of legislated rates is not a comparison of ratios of tax liabilities to 
income, since the latter, before it is subjected to the legislated tax rate, 
is changed by many provisions of the income tax law.' A comparison 
using this base merely shows, say for two different years, the tax lia- 
bilities of an individual with taxable income (that is, income after all 
the deductions and exemptions have been taken into account) com- 


* The author is professor of economics at Michigan State College. 
1 See footnote 4 for the definition of taxable income. 
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pletely utilizing some designated bracket of taxable income in the 
legislated schedule. Popular and even occasional quite technical com- 
parisons of the progressiveness of different income-tax rate-schedules 
are, however, made on this crude base.” 

The comparison of different schedules of legislated rates applicable 
in two different years without consideration of legislative or admin- 
istrative changes that may have occurred in allowable deductions and 
methods of treating different types of income is likely to be significantly 
misleading; these changes have a great effect on the tax liability of 
individuals. Also the use of legislated rates involves the danger of mis- 
conception of the height of the income tax, since these rates are applied 
to a taxable income much lower than the actual income available to the 
taxpayer. 

A slightly better base than the use of unrefined legislated rates for 
comparing progressiveness of income tax legislation of different years 
is to apply the legislated rates to a typical taxpayer in each of the 
different income brackets. The percentage this assumed tax payment 
is to net income is frequently labeled the effective rate to distinguish 
it from the rate established in legislation. This procedure permits in- 
cluding in the comparison of taxpayer’s tax liability the adjustment 
of taxable income arising out of changes from period to period in the 
definition of taxable income.* 

The effective rates undoubtedly give a better base for the measure- 
ment of progressiveness than the legislated rates. These tax ratios are 
still inadequate, however, because they do not use actual income re- 
ceived and actual tax liability information. As a result the ratios cannot 
reflect changes in deductions and income composition and distribution 
which were not considered typical. 

The best base for measuring changes of progression is tax ratios cal- 
culated from reported net income of persons in the different net-income 
brackets and the income-tax liabilities of each bracket. To do this it is 
necessary to use data of total net income received by all persons within 
each income bracket and to divide this aggregate into the income-tax 
liability total for each net-income bracket. The quotient will be called 
the average effective rate. 

Because the average effective tax rate cannot be calculated until 
aggregate tax and income data have been gathered, the rate as a base 
for comparing progressiveness has the weakness of not being available 
for legislators to use in comparing in advance differences of progres- 

*See Gabriel A. O. Preinreich, “Progressive Taxation and Proportional Sacrifice,” Am. 
Econ. Rev., Mar. 1948, XX XVIII, 103-17. 


*See R. A. Musgrave and Tun Thin, “Income Tax Progression, 1928-1948,” Jour. Pol. 
Econ., Dec. 1948, LVI, 498-514. 
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sion which would arise from a variety of changes that might be under 
consideration. However the improved information concerning the com- 
position of income of the different income brackets which is now avail- 
able has somewhat alleviated this shortcoming of the average effective 
rate base. 

Another problem in using the average effective rate, or any other 
tax-to-income ratio, as a base for measuring degree of progression is 
that a decision must be made as to which of the three concepts of in- 
come (adjusted gross, net or taxable) is to be used.* If adjusted gross 
income is used, the rate at each income level is lowest. However, this 
concept of income includes state and local taxes, losses, contributions, 
and the like, which do not form a part of an individual’s net income. 
Taxable income is income after deductions for dependents and there- 
fore does not correspond closely enough to common concepts of income 
to be used. Net income appears to the writer to be the income concept 
used in federal income tax legislation that is closest to what is generally 
considered to be the income of the taxpayer. 

The same data used to calculate the average effective tax rate can be 
used to calculate the percentage of total tax liabilities arising from each 
net-income bracket. This ratio, as shall be shown, has a special useful- 
ness as a base in establishing a measure of changes of progressiveness 
related to income distribution. 

Table I shows the average effective tax rates by income brackets 
calculated by relating income-tax liabilities to net income reported by 
all individuals with annual net income falling within each of the net- 
income brackets shown. The comparisons use data from all taxable 
returns.° One interesting relationship shown by Table I is that the ratio 
of taxes to net income in the $0 to $1,000 net-income bracket is higher 
under the 1950 act than in 1944 when individual income-tax rates were 
higher and personal exemptions lower than in 1950. This is also true 
of the $1,000 to $2,000 bracket, but less so. In the years selected for 

* Adjusted gross income is gross income (which includes wage income and income from all 
other sources) minus allowable trade and business deductions, expenses of travel and 
lodging in connection with employment, reimbursed expenses in connection with employ- 
ment, deductions attributable to rents and royalties, certain deductions of life tenants and 
income beneficiaries of property held in trust and allowable losses from sales or exchanges 
of property. 

Net income is adjusted gross income less deductions which are 10 per cent of adjusted 
gross income but not more than $1,000 if not itemized. Itemized deductions include contri- 
butions; interesi; taxes paid to state and local governments; losses from fire, storm, or other 
casualty, or theft; medical and dental expenses; and some others. 

Taxable income is net income less the income exempted for dependents. 

*The 1939 average effective rates are not strictly comparable with those of the other 
years because standard deductions were not permitted in 1939. Also, the 1951 average effec- 
tive rates are not quite comparable with those of the other vears because the data used 
are estimates. 
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TaBLe I.—Income-Tax LiaBiitiEs AS PER CENT OF REPORTED NET INCOME 


a ree Average Effective Tax Rates of Taxable Years 


(thousands of dollars) 1939 1944 1947 1948 


0-1 4.18 5.20 

1-2 ; 8.75 9.12 

2-3 E 10.95 10.10 

3-5 13.36 11.12 
5-10 = 19.04 15.65 
10-25 30.10 25.45 
25-50 , 45.25 39.90 
50-100 : 58.19 52.17 
100-500 68.54 61.12 
150-300 74.83 66.78 
300-500 78.10 68 . 37 
500-1 ,000 79.07 71.17 

1 ,000—2 ,000 79.20 71.50 
2 ,000-3 ,000 78.08 74.87 
3 ,000—4 ,000 88.62 63.38 
4,000 and over 89.42 69.44 


w 


* The rate on net income from 3 million dollars and above. 
> The rates for 1951 are calculated from data presented by the Treasury August 2, 1950. 


comparison these lower-income brackets were taxed most heavily in 
1947 when the ratio of liabilities to net income (Revenue Act of 1945) 
was higher on the first two net-income brackets than in either 1944 or 
1951, and of course higher than those of 1948 and 1939. 

The higher ratio of taxes to net income in the first two brackets in 
1947 than in 1944 is largely explained by the increase by 1947 in the 
portion of income above the minimum taxable income, which was $500 
in both years. The sharp reduction of the tax ratio between 1947 and 
1948 arose from a number of factors reducing tax payments, including 
the increase of the personal exemption to $600, the reduced legislated 
tax-rate, and provision of an additional exemption of $600 to those 
who were blind or above 65 years of age. 

Another striking feature of the ratios between income-tax liabilities 
and net income given in Table I is that in 1944 the tax ratios of the top 
net income brackets were much higher than in any other year. This 
was only partly due to the higher rates in 1944 than in other years. An 
important factor causing lower ratios on the highest net incomes in 
1947 was the substantial expansion of the portion of the income in 
these brackets arising from long-term capital gains. In 1948 legislated 
rates were again lower and capital gains continued to be important. 
However, the substantial reduction in the tax ratios of 1948 from those 
of 1947 in the net-income brackets between $10,000 and $100,000 is 
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62.54 68.89 
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due largely to the tax-reducing effect of the income-splitting provision 
within these brackets. 


II. Conventional Measurement of Progressiveness 


The establishment of the best data to be used in calculating the ratios 
used in measuring tax progressiveness is an important step, but the 
knotty little problem of establishing the ratio-changes required to have 
a change of progressiveness remains. The difficulties inherent in estab- 
lishing exactly when progressiveness is changed were illustrated by the 
Senate Finance Committee hearings of 1947 which were held to con- 
sider income tax reductions.® The discussion at these hearings con- 
cerned the basic arithmetic for showing whether a change of legislative 
tax rates involved a change of progressiveness. (The same arithmetic 
difficulty exists in attempts to demonstrate a change of progressiveness 
when calculated rates are used.) The two points of view considered 
in 1947 are worthy of examination, for they were the subject of some 
controversy again in 1950 and are likely to arise whenever a change 
of the legislated rates of the income tax is considered by Congress or 
whenever economists discuss a change of the more accurate average 
effective tax rates. 

The Treasury position was that a tax retains its same progressive- 
ness if the slope of the curve representing the average rate at each 
income level remains unchanged. To meet this requirement the number 
of percentage points of change of the tax ratio in each income bracket 
must be the same: if the 70 per cent rate is reduced to 68 per cent, the 
20 per cent rate should be reduced to 18 per cent if a change of pro- 
gressiveness is to be avoided. As a result, the tax on the 70 per cent 
bracket income is actually reduced 2.8 per cent while the tax on the 
20 per cent bracket income is reduced 10 per cent. This concept of 
progressiveness is called average rate progression. 

The second point of view was that a schedule of tax ratios retains 
its same progressiveness if the rates throughout the schedule are de- 
creased by a constant per cent. If tax ratios are increased or decreased 
by an across-the-board percentage change, the taxes paid by persons 
in each income bracket remain at the same relative position. If the 70 
per cent rate is reduced to 63 per cent, then the 20 per cent rate should 
be reduced to 18 per cent. A taxpayer with a tax liability ten times as 
great as another at the old rate would continue to have a tax liability 
ten times as great as after the rate change. This concept of progressive- 
ness is called liability progression. 


* Individual Income Tax Reductions: Hearings before the Committee on Finance, U. S. 
Senate on H.R. 1, Apr. 22 to May 2, 1947, 80th Cong., 1st Sess., pp. 99-103. 
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It is these two concepts of progression that are usually in conflict 
when progression comes under consideration in Congress in connection 
with proposed changes of the income-tax rate-schedule. The lower- 
income groups favor liability progression when tax rates are to be in- 
creased and average rate progression when tax rates are to be reduced. 
The preference of the higher-income taxpayers is the reverse. The basis 
of judgment in both cases is the effect on total tax liability of taxpayers 
within different income brackets. 

Table II shows the ratio that would have to be applied to the 
$25,000 to $50,000 net-income bracket under average rate progression 
and liability progression to keep progressiveness constant for the years 


TABLE II.—RatTes REQUIRED TO KEEP AVERAGE RATE AND LIABILITY PROGRESSION 
ConsTant—$25,000 to $50,000 Net-INcoME BRACKET 


1944 1947 | 1948 | 1951 


Actual average effective tax rates 
on $25,000-$50,000 net-income 
bracket 5. 39.90 32.58 

Average effective tax rates re- 
quired on $25,000—$50,000 net 
income to have constant aver- 
age progression with average 
effective tax rate on $10,000- 
$25,000 remaining as given in 
Table I 

Ratios required to have constant 
liability progression 

Percentage points by which con- 
stant progression on liability 
basis would differ from constant 
average progression +21.30 | —2.32 —4.46 | +2.10 


under consideration between the $10,000 to $25,000 net-income bracket 
and the $25,000 to $50,000 net-income bracket. 

When the economist on occasion becomes involved in the arithmetic 
of average rate and liability progression he finds that neither one of 
them suits his purposes and that they do not permit utilization of the 
full potentialities of aggregate-income and tax-liability data. He needs a 
measurement of progressiveness aimed specifically at utilizing the 
average effective tax rates to show changes in the equity of tax liabilities 
of individuals in the different income brackets. He also needs a measure- 
ment of progressiveness aimed at showing how the tax collections from 
year to year have had a varying effect on the distribution of income. 

There has necessarily been a change in the equity of the distribution 
of the tax burden when the difference between the tax ratios of two 
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income brackets shifts. This is true whether average rate or liability 
progression is used. The degree of this change should be measured in 
some uniform way. Also, the effect of tax collections on income distribu- 
tion has changed when the percentage of total collections arising from 
a net income tax bracket changes; and this change should be measured 
in some uniform manner. 

The two measures of tax progression developed in the remaining 
portion of this paper are aimed at showing changes of tax progressive- 
ness that emphasize these two quite distinct concepts. Of course, both 
measures will include an element related to equity and an element 
related to income distribution for they are both inherent in all tax data. 
The goal is reached, however, if one measure distills out most equity 
considerations and the other most income-distribution considerations. 


III. Separation of the Two Types of Effects of Progressiveness 


The equity of the income tax is most readily examined by the compari- 
son of the average effective tax rates of two selected income brackets 
for each of the years under consideration. Position progressiveness is 
the term that has been adopted to identify a measurement aimed speci- 
fically at doing this. Jt is the per cent which the difference between the 
tax ratios of the two income brackets being compared is to the ratio of 
taxes to income of the lower bracket. (The measure accepts the concept 
basic in liability progression as the best measure of equity. ) 

Table III utilizes the data of Table I to show the variation in the 
position progressiveness of the income-tax ratios in the lowest (SO to 
$1,000) and the highest ($500,000 to $1,000,000) net-income brackets 
for which data are available for all five years under consideration. The 
position progressiveness of these two widely separated net-income 
brackets was the greatest in 1948 and the least in 1947. It was only 
very slightly lower in 1939 and 1944 than in 1948. 

Position progressiveness becomes more useful when it is calculated 
for two net-income brackets that are closer together. Table III also 
provides this type of comparison, utilizing the data of Table I again 
and comparing the tax ratios at the $2,000 to $3,000 net-income bracket 
with that of the $10,000 to $25,000 bracket. The position progressive- 
ness of the tax ratios of these two income brackets is the greatest in 
1939 and the least in 1951. 

Finally, Table III compares the tax ratios of the $10,000 to $25,000 
net-income bracket with that of the $25,000 to $50,000 net-income 
bracket. This comparison shows a sharp reduction of position progres- 
siveness in 1944, and increase in 1947 and a gradual decrease since then. 

The effect of the income tax on the distribution of income is most 
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readily shown by the proportion of total tax liabilities resting upon the 
individuals in each of the different income brackets. Portion progres- 
siveness is the term that has been adopted to identify the measurement 
aimed specifically at doing this. /t is the per cent of the total income 


TABLE ITI.—MEASUREMENT OF PosITION PROGRESSIVENESS, 1939-1951 


Position Progressiveness 1939 1944 1947 | 1948 1951 


Between lowest-bracket and 
highest-bracket income 
Average effective rate at $0 

to $1,000  net-income 
bracket 3.25 4.18 5.20 3.31 5.01 
Average effective rate at 
$500,000 to $1,000,000 
net-income bracket 60.59 79.07 71.97 65.45 75.20 
Difference 57.34 74.89 65.97 62.14 70.19 
Percentage difference is of 
lower rate—Position pro- 
gressiveness ratio 1,764.31 | 1,791.63 | 1,268.65 | 1,877.34 | 1,401.00 
Between two middle-income 
brackets 
Average effective rate at 
$2,000 to $3,000 net- 
income bracket 1.43 10.95 10.10 7.60 9.74 
Average effective rate at 
$10,000 to $25,000 net- 
income bracket 
Difference 
Percentage difference is of 
lower rate—Position pro- 
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gressiveness ratio 354.5 174.9 152.0 132.9 118.1 
Between two  upper-income 
brackets 


Average effective rate at 
$10,000 to $25,000 net- 
income bracket 6.50 30.10 25.45 17.70 21.24 

Average effective rate at | 
$25,000 to $50,000 net- 
income bracket 12.37 45.25 39.90 27.32 | 32.58 

Difference 5.87 15.15 14.45 9.62 | 


| 
Percentage difference is of | 


lower rate—Position pro- 
gressiveness ratio 90.0 50.3 56.8 54.3 


tax liability which arises within each income bracket. When used as a 
basis for comparing the progressiveness of the income tax in two dif- 
ferent years, it automatically takes into account changes in the distri- 
bution of income that may have occurred as well as changes in the 
average effective income tax rate. Progressiveness measured in this way 
is changed if the proportion of total income received within particular 
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income brackets changes even though legislated tax rates and/or average 
effective tax rates remain unchanged. 

The ratios of Table IV were calculated from tax liability data used in 
arriving at the average effective tax ratios of Table I. 

One important general conclusion to be drawn from the data of 
Table IV is that a much greater proportion of income tax liabilities 
rested upon the higher income brackets in 1939 than in the other years. 


TaBLe IV.—Income Tax LIABILITIES OF Each Net INCOME BRACKET AS PER CENT 
or Tota INcomME Tax LIABILITIES 


Proportion of Income Tax Liabilities of Each Net Income 
‘ Bracket to Total Income Tax Liability for Selected Years 
Net Income Class (per cent) 
(thousands of dollars) | 
1939 1944 | 1947 | 1948 1951 
0-1 .05 .90 .70 
1-2 2.00 13.76 6.82 5.65 7.76 
2-3 2.35 21.91 15.50 14.93 15.21 
3-5 5.23 22.17 25.05 24.55 25.00 
5-10 9.14 8.91 14.11 13.56 14.08 
10-25 17.23 11.18 14.82 15.41 13.99 
25-50 15.89 8.71 9.90 9.78 10.95 
50-100 15.77 6.30 6.56 5.65 6.04 
100-150 7.63 2.22 2.27 3.26 2.06 
150-300 9.42 2.53 2.19 3.26 2.24 
300-500 4.58 .30 .82 1.26 
500-1 ,000 4.60 64 68 1.01 
1 000-2 ,000 2.40 .29 .40 58 .28 
2 ,000—3 ,000 2.08 .09 10 
3 ,000—4 ,000 .06 .08 05 .06 
4,000 and over .03 13 
Total 100.00 100.00 100.00 100.00 100.00 


The table also reveals the remarkable stability during the postwar 
period of progressiveness measured in this fashion. 

The examination of Table I reveals a considerable decrease of the 
1948 average effective tax rate in the middle- and upper-income brackets 
from that of 1944 and 1947. This reduction of average effective tax 
rates did not cause a corresponding reduction in the portion of total 
income tax liabilities of persons within these income brackets. For 
example, the average effective tax rate of the $10,000 to $25,000 net- 
income bracket fell from 25.45 per cent in 1947 to 17.79 per cent in 
1948; however, the tax liabilities of this same income bracket were 
14.82 per cent of total liabilities in 1947 and 15.41 per cent in 1948. An 
economic judgment that may be made from this relationship is that 
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the economic impact of income tax collections on middle-class savings 
and on purchases of new durable consumer goods were approximately 
the same in 1948 as in 1947 despite considerably lower average effective 
tax rates in 1948. 

The comparison of the measurements of position progressiveness 
with those of portion progressiveness provides a good basis for judging 
the degree to which changes of income distribution or average effective 
tax rates caused a change of portion progressiveness. Between 1947 and 
1948 the position progressiveness between the $2,000 to $3,000 and 
$10,000 to $25,000 net-income brackets declined by 5.9 per cent while 
the portion progressiveness of the $10,000 to $25,000 net-income 
bracket increased by 0.41 per cent and that of the $2,000 to $3,000 net- 
income bracket declined by 0.57 per cent for an increase of portion 
progressiveness between the two net-income brackets of 0.98 per cent. 
Income increases of taxpayers within the $10,000 to $25,000 net-income 
bracket were relatively so much greater than the income increases of 
taxpayers in the $2,000 to $3,000 net-income bracket that they were 
able to overcome a 5.9 per cent decrease in pcrtion progressiveness 
between these two net-income brackets. 

However, the principal function of portion progressiveness is to 
measure the changes in the portion of income tax liabilities falling upon 
income that is likely to be used for consumption or is likely to be saved. 
The usefulness of portion progressiveness consists largely in its ability 
to facilitate this type of analysis while avoiding as much as possible 
fuzziness arising from equity considerations. 


ag 
: 
» 
ay 
. 
13 
At 
; 
. 
‘2 


COMMUNICATIONS 


A Geometrical Analysis of Black-Market Behavior 


In many of today’s economies which continue the use of price controls abid- 
ance by the laws and regulations seems to be rather imperfect, and “black 
markets” develop for many commodities. The behavior of these markets is of 
great importance in these economies, not only for those who take an active 
part in it, as buyers or sellers, but also for those who obey the law, and for 
the authorities that make and administer the law. 

It is the purpose of the present paper to develop, in diagrammatic form, an 
analysis of price determination in the black market. However, it will be con- 
venient first to examine briefly two earlier analyses of the problem. 

Boulding, apparently the first to give a diagrammatic representation of price 
determination in the black market, used the diagram shown as Figure 1.’ 
S and D are the supply and demand curves for a product in a competitive in- 
dustry. OR is the official price, fixed below N?, the equilibrium price in a 
free market. RH is the amount supplied at the official price. S, and Dy are 
drawn by assuming that there are special legal and moral obstacles that tend 
to restrict entry into black-market operations. The effect is that, at any black- 
market price, the combined amount supplied by the official and black markets 
is smaller than the amount that would be supplied in a free market at the 
same price; demand is affected in a similar way. The black-market price, de- 
termined by the inter:» tion of S, and D,, may be anywhere between OR, the 
official price, and OG’, the price at which the quantity demanded in the black 
market is zero. 

On the demand side, this presentation implicitly assumes that the legally 
sold quantity is purchased only by those who would normally bid the highest 
prices for it in a free market. We can hardly expect, however, that this is the 
case when formal rationing by the government accompanies the price control. 
It would be unlikely even without official rationing.” 

Boulding’s black-market supply curve, as it is presented in Figure 1, im- 
plies that the supply to the black market consists only of those units of the 
commodity that are produced at a marginal cost higher than the official price. 
This in turn implies that the goods that would have been supplied in the 
free market, had the free-market price been equal to the established official 
price, would, under price control, always be sold at this price. This, however, 
is highly improbable. We know that there is some shifting of supply from the 
official to the black market, a movement which increases with the widening 
gap between the prices in the two markets.* 


*K. E. Boulding, “A Note on the Theory of the Black-Market,” Canadian Jour. Econ. 
Pol. Sci., Feb. 1937, XIII, 115-18. Most of the note is reproduced in the revised edition of 
Economic Analysis (New York, 1948), pp. 153-55. 

* This has been pointed out earlier by A. F. W. Plumptre, “The Theory of the Black 
Market : Further Considerations,” Canadian Jour. Econ. Pol. Sci., May 1947, XIII, 280-282. 

* Boulding does not overlook this possibility in his forementioned note, and he attempts 
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FIGURE 1 


Bronfenbrenner used a different diagrammatic presentation of the black 
market.* On the supply side, he suggests, total supply (in both legal and black 
markets combined) is the same as the quantities supplied in the legal market 
when no black market exists. Only the distribution of this total supply be- 
tween the official and black markets will shift in response to a change in price 
in the latter. 

In his construction of the black-market demand curve, Bronfenbrenner re- 
gards the excess of quantity demanded over quantity supplied in the official 
market as the maximum amount demanded in the black market. As to the 
form of rationing, Bronfenbrenner assumes “neutrality,” i.e., a (formal or 
informal) rationing system that does not discriminate between the more and 
the less well-off. On this assumption he concludes that the black-market de- 
mand will be a fraction of the free-market demand, determined by the ratio 
between excess demand and total demand at the official price.® 

At this point, however, there appears to be an inconsistency. While the con- 


to incorporate it into his black-market supply curve. He was, however, not successful, as 
he apparently himself recognized by omitting this part when he reproduced most of the 
note in the revised edition of his Economic Analysis. 

*M. Bronfenbrenner, “Price Control under Imperfect Competition,” Am. Econ. Rev., 
Mar. 1947, XX XVII, 107-20. 

*Op. cit., p. 112. We shall later see that the assumption of “neutrality” alone is not 
enough to provide us with this black-market demand curve. 
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struction of the black-market supply curve is based on the assumption that 
an increase in the black-market price will bring an enlarged leakage of supply 
from the official to the black market, the black-market demand curve implies an 
unchanged excess demand at the official price.® 

Both Boulding and Bronfenbrenner thus fail to take into account, in con- 
structing their demand curves for the black market, the double effect of the 
black-market price on demand. In addition, Boulding’s presentation of the 
supply side does not incorporate shifting of quantities from one market to the 
other induced by changes in the black-market price; Bronfenbrenner does not 
take account of those portions of supply which are induced only by the exist- 
ence of a black market, and thus would not be available at all in the official 
market. The analysis suggested in the following section proposes to overcome 
these shortcomings. Since the term “black market” is usually applied to a 
market in which a commodity (or service) is traded at prices higher than 
some maximum predetermined price, the analysis will be confined to this case. 


I. The Black-Market Supply and Demand Curves 


The analysis is based on the four main assumptions listed below. In the 
last section the effects of removing these assumptions will be briefly surveyed. 
(1) We deai with only one commodity, the market for which is perfectly 
competitive. (2) The commodity has little weight in consumers’ budgets; i.e., 
changes in its price have no noticeable income effect. (3) The imposition of 
price control has no psychological or speculative effects on the supply of and 
demand for the commodity; i.e., the supply and demand schedules are not 
changed by the mere knowledge that the commodity is excessively demanded. 
(4) Buyers in the official market do not resell the commodity in the black 
market. As we proceed with the construction of the black-market curves, 
auxiliary assumptions will be added, but these may be changed without affect- 
ing the main body of the analysis. 

We shall define the “inhibited-supply curve” as the schedule of quantities 
offered at each price higher than the official one (after the decree of price con- 
trol). It shows the rise in total supply (in the official and black markets com- 
bined) called forth by an increase in the black-market price. The “inhibited- 
demand curve” is the schedule of quantities that would be demanded at each 
black-market price, should everyone suppose that nothing is available in the 
official market. 

In Figure 2, DD and SS are the free-market supply and demand curves, 
An official price, OP, is now fixed, below the equilibrium price Q.P,. The in- 
hibited supply and demand curves become QS’ and DD’, respectively; DD’ 
is to the left of DD, reflecting the additional costs, both monetary and moral, 
involved in making black-market purchases. For the same reason, Q,S’, the 
inhibited-supply curve, is to the left of SS. P,Q, is the amount supplied in 
the legal market at the official price OP,. This, however, is true only in the ab- 


*An earlier comment on this point may be found in J. A. Nordin and Wayne R. 
Moore, “Bronfenbrenner on the Black Market,’ Am. Econ. Rev., Dec. 1947, XXXVII, 
933-34. 
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sence of an effective black market, or, in other words, when the black-market 
price is equal to OP,. When the black-market price increases, the quantity 
legally supplied decreases. The curve Q,AP; shows the way in which the 
quantity sold in the official market decreases as the black-market price rises; 
we will call this the “availability” curve. It is arbitrarily drawn here as a 
straight line, to simplify construction. The backward slope of the curve shows 
how a rise in the black-market price overcomes, to an increasing extent, the 
cost differentials between selling in each of the two markets: differentials 
created by possible penalties, the necessity of clandestine transaction of black- 
market business, the difficulties of withdrawing the commodity from the official 
market without attracting the attention of the authorities, etc. The price rise, 
we may also assume, progressively offsets lingering ethical objections. Few 
suppliers may regard a premium of 5 per cent as sufficient compensation for 
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breaking the law and shifting their goods to the black market, even when no 
material costs are involved in doing it; equally few will continue to obey the 
law when the net price they can get in the black market is 5 times higher 
than the official price.’ 

The black-market supply curve can now be constructed. The quantity sup- 
plied at each black-market price is the difference between the inhibited quan- 
tity supplied and the quantity supplied in the official market; the black-market 
supply is equal, therefore, to the horizontal distance between Q,S’ and Q,AP;,. 
It is shown by the line P,Sg. Above the price P;, it is identical with Q,S’, for 
the legal supply is then zero. 

It is somewhat more difficult to draw the black-market demand curve. The 
question first to be asked is: What part of the inhibited quantity demanded, at 
each price, is satisfied by the official market? In order to answer we must 
know the form of rationing. We shall assume that formal rationing by the 
authorities gives every person an equal share of the commodity.* We should 
know, also, the distribution of buyers and would-be buyers along the demand 
curve. An increase in the quantity demanded as price falls is composed of two 
parts: the increase in the quantity demanded by those who would also have 
bought at a higher price, and the emergence of new buyers, whose demand was 
zero at higher prices. We are interested in this second part, which shows us 
the change in the number of buyers prepared to absorb the quantity demanded 
at each price. In the absence of specific knowledge (or better assumption) it 
will be assumed that the number of buyers is proportional to the inhibited 
quantity demanded.® 

On these two assumptions, the part of the demand that is satisfied by the 
official market is proportional to the inhibited quantity demanded. When the 
black market is not effective (and the black-market price is equal to the official 
price), this proportion is determined by the ratio P,Q, to P,D’. 

Let us see what happens when the black-market price is above the official 
price. Suppose OP, is the black-market price. The quantity supplied legally is 
now not P,Q, but only P,Q;. Now draw the line Q,D, intersecting a horizontal 
line drawn from P, at the point R,. Then P,R, will be the part of the demand 
supplied officially when the black-market price is OP. 


* There is one factor that works in the opposite direction, i.e., to increase the quantity 
supplied legally when the black-market price rises: The increase in production for the 
black market, associated with the increase in price, will often be accompanied by some in- 
crease in the amount offered legally, since it is difficult to hide the additional product com- 
pletely from the authorities; some of it must be offered legally. This is especially so when 
new producers are the source of the increased supply, since it is easier for existing firms 
to increase production secretly than for new firms to hide their existence. This factor will 
cause the availability curve, Q,AP;, to be steeper than it would otherwise be. It also will 
cause QS’ to be steeper since the difference between the marginal cost of these units that 
are offered at the official market, and the (low) price received for them, is an additional 
cost of the added output produced for the black market. 

‘Instead of formal rationing, Bronfenbrenner’s “neutral assumptions” could be used 
to achieve the same results. 

* This assumption (as the previous one) is by no means essential to the analysis; alterna- 
tive assumptions can serve as well. 
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In a similar way we can find the points R,, R; . . . up to Ry, which is neces- 
sarily zero and coincides with P;. The curve Q,RP;, which combines these 
points, shows that part of the demand which is satisfied legally and will be 
referred to as the rationing curve. By deducting it from the inhibited-demand 
curve, DD’, we obtain the black-market demand curve, shown in Figure 2 by 
DD,.*° It is identical with the inhibited-demand curve above the price OP;. 
At OP,, the official price, it is equal to Q,D’, the “inhibited excess-demand.” 
Under the circumstances depicted by Figure 2, the black-market price will be 
Q,P>, and the quantity transacted illegally will be OQ,. 

The black-market supply curve is necessarily less steep than the inhibited- 
supply curve, while its slope may be less than, greater than, or equal to, that 
of the free-market supply curve. This is due to the fact that every increase in 
the black-market price will increase the quantity sold illegally, not only by 
inducing new production for the black market, but also by increasing the 
transfer of supplies from the official market. On the other hand, the rise in the 
quantity produced is smaller than it would be in a free market, because of the 
additional costs, etc, involved in black-market operations. One cannot say 
which of these two effects will dominate; but certainly the stricter the control 
is, the steeper will be the black-market supply curve, since stricter control 
steepens both the inhibited-supply curve and the availability curve. 

The black-market demand curve represented in Figure 2 is a rather unusual 
demand curve—in one part it is positively sloped. The reason for this is that a 
rise in the black-market price has two effects working in opposite directions on 
the quantity demanded in the black market: on the one hand, this quantity 
decreases because the inhibited quantity demanded is reduced; on the other, 
it is increased because the part of demand supplied legally decreases.*? When- 
ever the second factor happens to be the stronger one, the black-market de- 
mand curve will be positively sloped. As in Figure 2, we can see that this 
demand curve will be less steeply sloped negatively and less likely to be posi- 
tively sloped, the steeper is the rationing curve. The slope of the latter, on the 
other hand, is positively related to that of the availability curve. 

One simple relation between the last-mentioned two curves should be kept 
in mind, for it will play some part later. The two extreme points of each are 


“By using this procedure we implicitly assume that the inhibited-demand curve is 
independent of the rationing curve Q.RP,, i.e., changes in the fraction of an inhibited 
quantity demanded that is satisfied by the legal source do not affect this quantity itself. 
This, in turn, implies the presumption that the marginal extra costs involved in black-market 
purchases are constant for the individual consumer. The inhibited-demand curve of the 
individual, based on this suggestion, is parallel (vertically) to his free-market demand curve. 
The increasing distance between the two curves as the black-market price drops, in 
Figure 2, is explained by the increased number of individuals who enter the market when 
the price declines. 

The reader should recall our initial assumption 2, which allows us to abstract from income 
effects. The average price of the commodity is, therefore, irrelevant at this point, and all 
we are concerned about is the marginal price. 

™ Underlying this demand curve is a rather special ceteris paribus assumption: among 
the things that are given and unchanged there is not one specific amount of supply to the 
legal market, but rather a whole schedule of such amounts, related to changes in price in 
the black market. 
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coincident (Q, and P;), but at any intermediate price the rationing curve must 
be to the left of the availability curve, or at most tangent to it. The reason for 
this is that the availability curve shows the total quantity supplied in the 
official market (at various black-market prices), and the part of the demand 
supplied by the official market cannot exceed it. The two curves will be identi- 
cal in the improbable case where the quantity supplied legally is sold to those 
who would be the highest bidders in a free market. 

Since the relation between the slopes of the inhibited-demand curve and of 
the rationing curve determines the slope of the black-market demand curve, 
the latter will be positively sloped when the first of these two is greater, and 
negatively sloped in the opposite case. The peculiar shape of the black-market 
demand curve suggests the paradox that even a case where there is no “‘inhib- 
ited excess-demand” at the official price (i.e., where the inhibited quantity 
demanded at a black-market price equal to P,, the official price, is equal to the 
quantity supplied officially), does not necessarily insure that an effective black 
market would not prevail. A sufficient degree of discrimination of the rationing 
system in favor of the less eager demanders, combined with relatively inelastic 
inhibited supply and demand curves, would insure that the slope of the black- 
market demand curve, in this section, would be positive and smaller than that 
of the black-market supply curve. There would be, then, in addition to P,, 
another point of intersection of the two curves, at a higher price; of the two 
possible black-market equilibrium prices (one equal to the official price the 
other one higher), the higher one would be in stable equilibrium. In general, 
the possibility of a black-market demand curve which is positively sloped, 
suggests that the amount transacted in the black market may be greater than 
the inhibited excess-demand at the official price. 


Il. Equilibrium Prices in the Black and Free Markets 


Interesting results can now be derived by using the tools constructed in the 
last section. The most important one is probably the following proposition: 
If the additional costs of operating in the black market are no greater for 
buyers than they are for sellers, the black-market equilibrium price will be 
higher, or at least no lower, than the free-market equilibrium price. 

To prove it, let us assume momentarily that the inhibited demand and 
supply curves are identical with the corresponding free-market curves. In 
Figure 3, SS and DD are the free-market supply and demand curves, with 
Q.P, the equilibrium price, OP, the official price, Q,AP; the availability curve, 
and Q,RP, the rationing curve. At a black-market price Q,P., the quantity 
illegally supplied would be AP,, and the quantity demanded RP,. As was seen 
before, R must be to the left of A, or at most identical with it. Thus, RP, must 
be greater than AP,, or at least equal to it. The price Q,P, is, therefore, either 
below the black-market equilibrium price or equal to it. The latter will occur 
only when either the rationing curve is identical with the availability curve (or 
is tangent to it at the price Q,P,), or when the availability curve is so flat that 
it will meet the price axis below the price Q,-P-. In this case the official market 
will not exist at all, that is, all transactions would be conducted in the black 
market. 
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To complete the proof we have to replace the assumption momentarily made 
(the identity of the total supply and demand curves with the corresponding 
free-market curves) by another one, namely, that at the free-market equi- 
librium price Q,P,, the deviation of the inhibited-demand curve from the free- 
market demand curve is not greater than the deviation of the inhibited-supply 
curve from the free-market supply curve. On this assumption, the quantity 
demanded at the black-market price Q,P, is still greater than, or at least equal 
to, the quantity supplied. 

This assumption is, apparently, well in accordance with reality. It is always 
easier for the authorities to control production and sales than the activities of 
consumers. It is immensely troublesome to catch the consumer in the act of 
buying in the black market, or to search consumers’ homes for illegally pur- 
chased goods. Moreover, the seller in the black market is subject to stronger 
public criticism than the buyer. Plumptre even tells of a city in which during 
wartime buying in the black market was something of which to be proud;** 


Op. cit., p. 282. 
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the present writer suspects that this was the feeling in many places, and even 
more widespread in the postwar period. The seller in the black market is a 
“‘war-profiteer,” one who profits by the general suffering; the buyer, on the 
other hand, is acquitted, in his own and the public’s view, because he ‘“‘must” 
buy the scarce commodity, he just ‘‘can’t manage without it”—be it bread, 
cigarettes, shoes, cars, or washing machines. The assumption made above 
seems, therefore, not to narrow significantly the scope of the proposition. 

This proposition seems a rather important one. Intuitively it is usually 
believed that the black-market price is higher than that which would prevail in 
a free market.'* Boulding stated that “The black market price may easily be 
lower than the price which would have obtained in the absence of all regula- 
tion.’”* Bronfenbrenner assumed, but did not prove, that in the case of imper- 
fect competition the black-market price “will usually exceed the uncontrolled 

The relation between the black-market and the free-market prices is not 
merely a matter of curiosity. The authorities in a controlled economy usually 
devote much attention to black-market prices. They are anxious to know if 
they represent the “true” or “real” prices, by which is usually meant the free- 
market price. Often controlled prices are changed in order to make them more 
“realistic.” It is worth knowing, then, that the black-market price is not the 
“real” price but its upper limit. 

Although the black-market price will usually exceed the free-market price, 
the total quantity produced (for both legal and black market) may be smaller 
than the quantity that would be produced for a free market; this will happen 
if the extra costs (material and moral) of producing for the black market are 
relatively high. 


III. Possible Results of Generalizing the Analysis 


Finally, it is desirable to consider the extent to which the analysis is affected 
by relaxing the original assumptions. First we may relax Assumption 2, con- 
cerning the relative budgetary unimportance of the commodity. If we allow an 
income effect to exist, the inhibited-demand curve will have to be higher than 
the one discussed before; instead of having only deductions from the free- 
market demand curve (caused by material and moral costs), we should also 
add now the rise in the demand curve brought about by the increase in real 
income of those served at the cheap official price.’® 


“ Bronfenbrenner tells how sensational was once the news that, after decontrolling the 


price of meat, it rose above the previous black-market price. Op. cit., p. 112, fn. 5. 

“ Op. cit., p. 117. Plumptre commented that “black market demand and black market 
prices are likely to be higher than [Boulding’s] note might lead us to believe” (op. cit., 
p. 280). Plumptre’s reasons were mainly that the legal supply does not satisfy the more 
vigorous demanders first and, in addition, that buyers have a low degree of respect for the 
law. 

* Ibid., p. 112. 

* By incorporating the necessary assumptions regarding the effects of changes in real 
income on the free-market demand curve, it would be possible to derive the inhibited- 
demand curve that allows for income effects. The procedure is very similar to the one 
followed in the construction of the rationing curve Q.RP; (Figure 2). This inhibited-demand 


| 
+ 


636 THE AMERICAN ECONOMIC REVIEW 


Turning to Assumption 3, concerning psychological and other effects on 
supply and demand, the most important of such effects to be considered are 
expectations of price increases and fears of more severe shortages in the future 
arising out of the establishment of price control. Expectations of this sort tend 
to raise the inhibited demand and decrease the inhibited supply. Such effects 
seem to be more important immediately after control is established than after 
price control has existed for some time. There is another significant psycho- 
logical effect on demand—the creation of a feeling of “shortage,” which tends 
to raise the marginal utility schedule of individuals. People may rush to buy, 
even in the black market, commodities that are completely useless to them, 
not because they expect to resell, or to have some need of them in the foresee- 
able future, but just because of a vague feeling that the commodity must be 
“worth having” if it is scarce.'’ This response contributes also toward an 
increase in the inhibited demand curve. 

Removal of Assumptions 2 and 3 thus does not seem to damage the main 
conclusion of the analysis, namely, that the black-market equilibrium price is, 
in a stated condition, higher than that of the free market. If anything, it 
rather tends to reinforce the plausibility of the proposition. 

Elimination of Assumption 4, that purchasers in the official market will not 
resell in the black market, would make the construction of the black-market 
curves exceedingly complicated, but would not appreciably affect the conclu- 
sions of the analysis. One may treat the reselling either as an addition to the 
black-market supply or as a subtraction from the black-market demand. If we 
follow the latter procedure, we shall have an unchanged black-market supply; 
on the demand side, however, the rationing curve will be pushed closer to the 
availability curve, since a greater portion of what was originally available at 
the legal market is sold to the high bidders. The rationing curve, however, 
will now have a slightly different meaning, namely, it will show the part of 
the demand satisfied by other sources than sales of original suppliers to ulti- 
mate buyers in the black market. Although the black-market price will thus 
be lower than without reselling, the rationing curve must still be to the left of 
the availability curve, or at most tangent to it at some or all points; hence the 
aforementioned proposition will still hold. 

Assumption 1, which confines the analysis to the case of a single commodity, 
the market for which is perfectly competitive, seems to be the most difficult 
to remove. The shift from one to many industries would involve us in an 


curve would be to the right of the one that abstracts from income effects. Moreover, since 
at lower black-market prices more will be available at the (low) official price, the income 
effect will be greater the lower the black-market price. The inhibited-demand curve would 
thus tend to be less concave (or even convex), viewed from the origin, in cases where it was 
concave when the income effect was neglected; likewise, it will tend to be convex or more 
convex, respectively, where it was straight line or convex. Consequently, the black-market 
demand curve would not only be higher than otherwise, but would also be less likely to be 
positively sloped. 

““That peculiar craze for buying which grips people in situation of severe shortage, so 
that it is a great satisfaction ‘to have got hold of something’ even if there is no sensible 
use for what has been bought.” Bent Hansen, A Study in the Theory of Inflation (London, 
1951), p. 128. 
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aggregative analysis, which is beyond the scope of this paper. Regarding the 
assumption of perfect competition, it seems to the writer that the analysis 
presented above could well be extended to include cases of oligopoly or 
monopoly. The writer does not venture, however, to make the extension. 
There are reasons to believe that the existence of a black market is less likely 
where competition is very imperfect; such grounds are suggested by Gal- 
braith,’* who supports his reasoning by his experience in the OPA during the 
war. It may be concluded that the analysis presented above, even if we can- 
not claim general validity for it, probably applies in a great number of practical 
cases. 
MicHAEL MICHAELY* 
*John Kenneth Galbraith, “Reflections on Price Control,” Quart. Jour. Econ., Aug. 


1946, LX, 475-89, and A Theory of Price Control (Cambridge, 1952), especially Chapters 
2 and 3. 


* The author is a graduate student at The Johns Hopkins University. He is indebted to 
Professors Fritz Machlup and Carl F. Christ, for their helpful criticism and suggestions, 
and to Mr. R. W. Richardson, whose patient attention to argument and style made the 
paper readable. Any surviving deficiencies in content and exposition are, of course, the sole 
responsibility of the author. 


Labor Force Stability and Armed Forces Expansion: A Comment 


In a recent article on the “Impact of Effective Demand on the Labor 
Supply”? Professor Clarence D. Long repeated and tried further to substantiate 
his previously published conclusions that (1) the long-run labor-force partici- 
pation rate is fairly stable, and (2) to the extent that it on occasion manifests 
a large increase this results not from high effective demand but from the 
reduced school attendance and, particularly, the freeing of women from house- 
work that accompany wartime increases in the armed forces.? He supports 
these conclusions with a series of correlations between labor force, armed 
forces, unemployment, disposable incomes, and hourly earnings. 

The present note is directed at two questions that may be raised in connec- 
tion with Long’s article: (1) How meaningful is his criterion of stability of 
the labor-force participation rate? (2) Do measures of the relationship be- 
tween armed-forces withdrawals and size of the labor force other than those 
Long makes substantiate his finding of a close association between the two? 

1. Criterion of Stability. Long makes the following statement: * 


A criterion of stability may be had in the fact that the long-run changes 
in the proportion of population in the United States labor force have been 
smaller than the variation within any year between winter to summer, 
and at the same dates, e.g., April, 1950, between the labor force reported 
by the Census Bureau’s regular decennial enumeration and that estimated 

by its monthly survey based on a sample of 25,000 households .. . 

* Clarence D. Long, “Impact of Effective Demand cn the Labor Supply,” Am. Econ. Rev., 
Proceedings, May, 1953, XLII, No. 2, 458-67. 

?See also Clarence D. Long, The Labor Force in Wartime America (New York, 1944), 
Occas. Paper 14, esp. pp. 50-55, and The Labor Force In War and Transition: Four 
Countries (New York, 1952), Occas. Paper 36, esp. p. 25ff. 

* Long, “Impact of Effective Demand on the Labor Supply,” loc. cit., p. 460, n. 4. 
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He provides a quantitative estimate of the stability of the labor-force partici- 
pation rate by saying that “During the .. . four years . . . [prior to and] 
until the Korean outbreak, the over-all proportion [of persons in the labor 
force to the noninstitutional population of fourteen years and older] remained 
highly stable in each of the three nations [United States, Great Britain, and 
Canada], its maximum range of variation having been 1.5 per cent of popula- 
tion fourteen and older—half to a third of what normally occurs in this coun- 
try and Canada from one season to another within the same year.”* 

Long thus seems to suggest that the long-run labor-force participation rate 
may fluctuate within the entire range of normal seasonal fluctuations without 
violating his criterion of stability. This means that a total plus and minus 
fluctuation of from 3 to 4.5 per cent in the participation rate is not inconsist- 
ent with the concept of stability. In 1948 he suggested a similar conclusion, 
and added that “If further research supports this stability, then economists 
and economic policy-makers may proceed more confidently in their theoretical 
speculations and practical plans.’® It may be assumed therefore that repetition 
of the 1948 conclusions in 1953, the latter being based on further research, 
indicates satisfaction with the earlier statement, even though the 1953 criterion 
is stated in a more casual manner than Long would undoubtedly be satisfied 
with in a more elaborate discussion of the problem. 

As Long’s criterion presently stands, however, it is doubtful whether, with- 
out some rather detailed statement of its limitations, it is a particularly useful 
guide for economic policy-makers. An indication of such limitations is pro- 
vided in Table I which shows the magnitude of labor-force and gross-national- 
product variations which would be allowed under this criterion. For example, 
an assumed 3 per cent range of variation in labor-force participation would 
have allowed in 1952 a total labor-force variation of approximately 3.4 million 
persons. An assumed 4.5 per cent range of variation would have allowed a total 
labor-force variation of approximately 5.1 million persons. On the basis of the 
average adjusted increase in gross national product attributable to each worker 
participating in the labor-force expansion that occurred between 1951 and 
1952, this would have permitted at the outside a variation in the 1952 gross 
national product of from $11.4 to $17.1 billion (in 1947-49 dollars). 

Such highly elastic results suggest that Long’s criterion seriously mini- 
mizes the importance of apparently minor variations in labor-force participa- 
tion rates. Small variations are deceptive. Using his criterion it would be possi- 
ble for the labor force to vary by as much as 7.7 per cent and gross national 
product by as much as 5.6 per cent with “stable” participation rates.® It 
would seem, therefore, that the employment of seasonal participation-rate 
changes (and “other important economic magnitudes”’) as criteria for indi- 


* Ibid., p. 461. 

“Long, “The Labor Force and Economic Change,” in Insights Into Labor Issues, edited 
by R. A. Lester and J. Shister (New York, 1948), p. 353. 

*The variation in gross national product is computed by dividing $17.1 billion by 
$304,565,000,000, which is the expected adjusted 1952 GNP (in 1947-49 dollars). The 
adjusted 1952 GNP was obtained by expanding the 1951 GNP by the 2.5 per cent historical 
annual productivity increase. 

"Long, “The Labor Force and Economic Change,” loc. cit., p. 353. In his 1953 article 
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cating long-run labor force stability is not an entirely meaningful procedure. 
The permissible range of variation in the size of the labor force and GNP 
would perhaps be greater than most policy-makers would wish to hazard. On 
the other hand, however, the results in Table I do not invalidate Long’s infer- 


TABLE I.—Lasor Force PARTICIPATION RATES AND LABOR Force AND Gross NATIONAL 
Propuct VARIATIONS RESULTING FROM Two ASSUMPTIONS REGARDING 
PARTICIPATION RATE VARIATIONS ALLOWABLE UNDER LONG’S 
CRITERION OF STABILITY, 1952 


Assumed 3 Per Cent 


Assumed 4.5 Per Cent 


1952 Participation Rate Participation Rate 
Variation from 1952 Variation from 1952 
Noninstitutional popu- 
lation 14 years old 
and over 113,136,000 
Total labor force 66,426,000 Between 64,714,000 Between 63 ,856,000 
and 68, 108 ,000 and 68 ,956,000 
Labor force participa- 
tion rate 58.7 Between 57.2 Between 56.45 


Total plus and minus and 60.2 and 60.95 
deviation from 1952 
labor force 3,394,000 5 ;091 ,000 


Total plus and minus 
percentage deviation 
from 1952 labor force 5:3 

Total plus and minus 
deviation from 1952 
gross national prod- 
uct resulting from 
labor force  varia- 
tion* 


$11,399,857 ,000 $17,125,089 ,000 


* These figures were computed in the following manner: The GNP’s for 1951 and 1952 
were adjusted by the 1947-49 Consumer Price Index. The resulting 1951 figure was then ex- 
panded by 2.5 per cent to obtain the estimated GNP that would have been expected in 1952 
on the basis of the historical annual increase in labor productivity. The difference between 
this and the previously adjusted 1952 GNP was divided by the increase in the labor force 
occurring between 1951 and 1952 in order to obtain the average adjusted GNP attributable to 
each labor force addition during the year. The resulting figure is then multiplied by the varia- 
tions in labor force allowed by Long’s 3 per cent and 4.5 per cent criterion in order to obtain 
the possible variations in GNP (1947-49 dollars) that these figures permit. This technique is 
obviously crude, but no better estimate of the consequences of these additions to the labor 
supply appears to me to be available. 

Source: For basic labor force data, see sources listed in Table II. Other basic data are from 
Survey of Current Business, July 1953, Supplement. 


ences as to the actual behavior of the participation rate for long periods of full 
employment. On this score his evidence is compelling. 
2. Armed-Forces Growth and Labor-Force Expansion. To the extent that 


Long does not actually offer any “other important economic magnitudes” as criteria for 
measuring stability. He does, however, use armed forces, unemployment, disposable incomes, 
and hourly earnings in his correlations. 
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there are occasional wide divergences from the so-called normal participation- 
rate patterns, Long argues that these are attributable almost exclusively to 
armed-forces withdrawals. He notes, to be sure, that a conclusion to the effect 
that size of armed forces was the only significant determinant of the labor 
force during, for example, World War II “should be drawn only with great 
care.””*® Elsewhere he points to the failure of Germany’s wartime participation 
rate to have risen as rapidly as those of the Allied nations as evidence that the 
increase is not automatically a function of size of armed forces but is condi- 
tioned by the economic pressures which force women to become breadwinners.° 
Still he shows that “the correlation between labor force and armed forces was 
the strongest of the various relationships’”’® that he tested. He therefore con- 
cludes that armed-forces expansion provides the most meaningful explanation 
of swollen participation rates, pointing particularly to the great influx of 
women into the wartime labor market as additional supporting evidence. 

He obtained a wartime simple correlation for labor force and armed forces 
of .956, higher than any other simple correlation included in his series. Multi- 
ple correlations including unemployment and various measures of per worker 
income and hourly earnings failed to yield significantly better results. For the 
postwar years 1946-52 the simple correlation is .589, with multiple correla- 
tions being somewhat, but not a great deal, better. He suggests that while the 
postwar correlations are distinctly weaker, they do not invalidate the conclu- 
sion of a close direct association between the two variables. Two possible 
explanations are offered for the weaker postwar correlations: “One is that 
powerful patriotic and other moral forces reinforce the impact of all-out 
mobilization on labor supply. The other is that the underlying estimates of 
labor force-—furnished by the census—are exposed to sampling errors that are 
minor in relation to the huge wartime variations but play a more prominent 
role in the moderate postwar changes.’ Thus, in spite of the comparatively 
small changes in the postwar armed forces, Long seems to suggest that even 
for these minor variations his conclusions about the close relationship between 
armed-forces size and labor-force participation still hold. The question to 
which we now address ourselves is whether other measures of this relationship 
during the postwar period support such a thesis. 

Table II may be consulted for a cursory statistical examination of the extent 
to which this thesis can be generalized. The labor-force participation rate for 
the years 1949-52 appears to have been quite stable indeed, ranging between 
58.0 and 58.8 per cent. The rate for men was even more stable, being for the 
four respective years 84.5, 84.4, 84.8, and 84.6 per cent. But at the same time 
we find some rather interesting changes in the relation between size and growth 
of armed forces and total and female participation rates which tend to chal- 
lenge the predictive value of Long’s correlation results. It will be seen that 
with an armed-forces increase of 34,000 in 1950 there was a .3 percentage point 


* Long, “Impact of Effective Demand on the Labor Supply,” loc. cit., p. 463. 

° Long, The Labor Force in War and Transition: Four Countries, op. cit., pp. 37-45. 
Long, “Impact of Effective Demand on the Labor Supply,” Joc. cit., p. 463. 

" Ibid., p. 464. 
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increase in total labor-force participation; with a 1,448,000 increase in the 
armed forces, equal to over 42 times the 1949-1950 increase, there was only a 
.5 increase in total labor-force participation, and with a 512,000 increase in 
armed forces from 1951 to 1952 there was a .1 decline in the labor-force par- 
ticipation rate. In connection with female labor-force participation, on the 
other hand, a 34,000 armed-forces increase was accompanied by a .7 per- 
centage point rise in labor-force participation; in the next year the 1,448,000 
expansion of armed forces was accompanied by the same percentage point but 
a lower percentage increase in female labor-force participation, and in 1951- 
1952, when armed forces increased 512,000, female labor-force participation 
increased by only .1 percentage point. 

In light of these figures it is doubtful that Long’s simple postwar correla- 
tion of .589 for total labor force and armed forces has very much short-run 
predictive value. However, since the 1950-1952 draft emphasized young, un- 
married men to a greater degree than the 1940-1945 draft, it might be argued 
that this would tend to explain in part the lag in the female participation rate 
for the later years and the anomalous results noted in the preceding paragraph, 
particularly in respect to female participation rates. While a priori this would 
seem to be true, a perhaps more legitimate test of Long’s proposition is pro- 
vided by comparing changes in armed-forces withdrawals and female labor- 
force participation in 1940 (when the draft emphasized young, unmarried men 
in the same degree as in the 1950’s) and in the 1950’s. Thus while the actual 
difference between the 1940 and the 1950 armed forces was about as great as 
the 1950-1951 difference, the latter was accompanied by a female participation 
rate increase of only .7 percentage points as against the former increase of 4.9 
points. This would tend to confirm the inadequacy of the claims of a close 
direct relationship between these variables.’* 

It might also be contended that my selection of 1949-52 as a basis for test- 
ing Long’s 1946-52 correlations may have introduced a selective bias in favor 
of the case against Long’s conclusions. But this is doubtful since his is a corre- 
lation analysis based on the entire seven-year range while mine is a simple 
arithmetic year-to-year comparison of changes between the pertinent variables. 
In view of this difference in method it cannot easily be argued that the selec- 
tion of a different time span is particularly important. The point here is not so 
much that we are comparing different ranges of time, but that we are employ- 
ing different methods. What is important is that the correlation method hides 
a great deal of significant information about the actual year-to-year changes 
occurring between allegedly related variables. 

Furthermore, while Long holds to the existence of a close and direct positive 
relation between armed-forces variation and female labor-force participation, 
Table II also indicates that the relation between female labor-force participa- 
tion and size of armed forces, at least during “relative” peacetime, appears to 
justify no correlation presumption of any degree of confidence one way or the 
other. About all that is certain is that aggregate labor-force participation rates 


“The fact that there was substantial unemployment in 1940 is not likely to have 
influenced the results since there is now wide agreement, and Long’s studies certainly 
support the view, that the existence of widespread unemployment has no discernible effect 
on the labor-force participation rate. 
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since 1949 have been very nearly stable, but the extent to which they have 
been unstable has not been consistently related to changes in size of armed 
forces. 

If we take only the civilian labor force and compare it with the eligible 
noninstitutional nonmilitary population we find the 1949-1952 labor-force 
participation rate even more stable than the conventional measure of participa- 
tion for these years. But this also justifies no generalization about any appar- 
ently well-established stability in labor-force participation. A glance at the 
figures for 1940 in Table II shows all the pertinent ratios to be considerably 
below their postwar counterparts. Long would argue, of course, that any over- 
all rate of only about 3 percentage points below the postwar high amounts to 
stability. But as was noted above, such a statement involves relegating to un- 
importance total plus and minus variations of from 5.1 to 7.7 per cent of the 
1952 labor force and total plus and minus variations in the 1952 GNP of 
from $11.4 billion to $17.1 billion. No economic policy-maker could very well 
subsume such large changes under the heading of “stability.” 

But even if one were inclined to accept this criterion as a guide—to accept 
also the contention of long-run labor-force stability—-we cannot permit this 
to obscure certain changes that have been occurring over the years in the 
composition of the labor force. These, viewed in light of Long’s assertion of a 
close correlation between armed-forces withdrawals and female entry into the 
labor force, raise additional doubts about the adequacy of the claimed rela- 
tionship. For example, there was an over 5 percentage point, or over 17 per 
cent, difference between the prewar and postwar participation rates. The post- 
war increase is too substantial to dismiss as being either random or of no 
importance, and it cannot easily be attributed entirely to the growth of armed 
forces. It is the female rate that has been responsible for the greater than 
natural increase in the postwar labor force. But because women constitute only 
about a third of the total labor force, relatively large increases in their par- 
ticipation rates create comparatively small changes in aggregate labor force 
statistics. A 17 per cent increase in the labor-force participation rate for a 
given group during a short ten-year period when other groups changed very 
little is a remarkably high figure, irrespective of the numerical size of the 
group or its proportion of the general category from which it is drawn. Long 
obviously does not overlook or deny that a significant change has occurred 
here. But on the one hand in submerging this fact by limiting his correlations 
to over-all labor-force figures and on the other, urging a close direct relation- 
ship between armed-forces expansion and female entry into the labor market, 
he fails to test one conclusion against the other. The two are not consistent. 
While this does not mean that under conditions of high military mobilization 
Long’s conclusions are incorrect, it does mean that at least in respect to com- 
paratively small changes in the size of armed forces no prediction is justified 
one way or the other about the resultant changes in female labor-force partici- 
pation, and that over the long pull female labor-force participation rates have 
been influenced more by nonmilitary changes that have been occurring in our 
society than Long’s correlations and conclusions seem to indicate. 

In sum, it can be said that while Professor Long’s inferences about the long- 
run stability of the over-all labor-force participation rate may be entirely cor- 
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rect, (1) his criterion of stability permits fluctuations in important economic 
variables of magnitudes far exceeding those most economists would consider 
to be within the range of normal, and (2) although there is a demonstrable 
correlation between armed-forces withdrawals and female labor-force partici- 
pation, the predictive utility of that correlation, at least in relatively short 
periods, has serious limitations, and its loosely qualified acceptance fails to 
account for the long-term secular changes that have been occurring in female 
labor-force participation rates in the past generation. 
THEODORE LEVITT* 

* The author is assistant professor of economics at the University of North Dakota. He 

wishes to thank Professor Herbert S. Parnes of The Ohio State University for his very 


helpful comments and suggestions on an earlier draft of this note; however, he is not 
responsible for any views expressed herein. 


A Reply 

I do not construe Mr. Levitt’s discussion to be an attack on the main con- 
clusions of my work, in view of several of his comments: (1) “. . . The results 
in Table I do not invalidate Long’s inferences as to the actual behavior of the 
|labor-force] participation rate for long periods of full employment. On this 
score his evidence is compelling.” (2) “The labor-force participation rate for 
the years 1949-1952 appears to have been quite stable indeed. . . .” (3) 
“. .. While Professor Long’s inferences about the long-run stability of the over- 
all labor-force participation rate may be entirely correct. . . .” 

Rather, Levitt’s chief criticisms seem to be: (1) that “it is doubtful that 
Long’s simple postwar correlation of .589 for total labor force and armed 
forces has very much short-run predictive value,” and (2) that a criterion 
which assumes the labor force is stable if it fluctuates within the limits of 
normal seasonal variation is a questionable guide for economic policy. 

So far as Levitt’s first point is concerned, I entirely agree with it as a con- 
clusion but find difficulty in accepting it as a criticism; for nowhere did I 
argue that the peacetime association between labor force and armed force has 
been strong enough to have much short-run predictive value. On the con- 
trary: “It must be admitted . . . that even armed forces manifested a distinctly 
weaker association with labor force in the years between 1946 and 1952.” “In 
the case of Canada, every influence on the labor force since 1946 turns out to 
be without import, including that of armed forces; . . . .”? “The labor force 
gains no net reinforcement under pressure of high effective demand (except 
under extensive military mobilization). . . .”* Moreover, the studies which I 
have made since the appearance of that article have shown even less associa- 
tion, for the period 1946-1952, between armed forces and the various age-sex 
groups of the labor force.? When in the article I wrote, “‘This difference from 
the strong [World War II] association has two possible explanations. One is 
that powerful patriotic and other moral forces reinforce the impact of all-out 
mobilization on labor supply. The other is that the underlying estimates of 


*“Tmpact of Effective Demand on the Labor Supply,” pp. 464, 465, 467. 


* The Labor Force and Economic Change (manuscript submitted to the National Bureau 
of Economic Research, 1954), Ch. 14. 
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labor force . . . are exposed to sampling errors that are minor in relation to the 
huge war-time variations but play a more prominent role in the moderate post- 
war changes” (p. 464), I was merely suggesting that a peacetime association 
might have existed even though the correlations were weak, and was in no way 
implying that these correlations were strong enough to justify their use for 
prediction or policy-making. In fact, I did not use the word “prediction” any- 
where in that article and, so far as I can recall, have never claimed ererane 
value for any study I have ever made. 

Levitt’s second conclusion, as to my criterion of stability, raises an impor- 
tant problem. I am afraid, however, that he has unwittingly drawn a “com- 
posite,” and therefore misleading, picture of my position. 

My article did not undertake a serious discussion of criteria of stability. Its 
only explicit mention of such a thing was in a footnote: “A criterion of sta- 
bility may be had in the fact that the long-run changes in the proportion of 
population in the United States labor force have been smaller than the varia- 
tion within any year between winter to summer, and at the same dates, e.g., 
April 1950, between the labor force reported by the Census Bureau’s regular 
decennial enumeration and that estimated by its monthly survey based on a 
sample of 25,000 households” (p. 460 n.; italics added at this writing). The 
normal seasonal variation for winter and summer in the United States has been 
about 3.5 per cent of the population 14 and older or about 6 per cent of the 
labor force itself, and the difference between the two Census figures for the 
labor force in April 1950 was about the same. 

Now the problem of what is meant by stability is a difficult one. Levitt does 
not offer his own valid criterion, even though he makes such statements as 
“about all that is certain is that aggregate labor-force participation rates 
since 1949 have been very nearly stable. . . .” Probably no single quantitative 
criterion could be set up to fit all situations; what is stable for policy purposes 
will depend on what the policy problem is. It may be helpful, however, to set 
up three tests of stability. 

1. An economic magnitude may be regarded as stable if its fluctuations are 
smaller than those of most related economic phenomena. By this test, a maxi- 
mum net labor-force fluctuation of 31% per cent of the population 14 and older 
over a long period would justify calling the labor force stable, for such a fluc- 
tuation would be tiny compared with changes in population, gross national 
product, prices, wages, earnings, incomes, savings, hours of work, employ- 
ment, and unemployment. It would be small also compared with the gross 
movement into and out of the labor force; for in one month in the United 
States that gross movement may be greater than the largest net change of the 
standardized labor-force participation rate that has occurred between censuses 
in any of the five countries over periods ranging from 40 to 60 years. 

2. An economic magnitude may be regarded as stable if its maximum fluc- 
tuations are small in relation to the possible error in its measurement, so that 
those fluctuations may be apparent rather than real. By this criterion, as I 
have pointed out both in my article and in my recent, unpublished work, a 
variation in the labor force of 3'4 per cent of the population 14 and older, or 
6 per cent of the labor force itself, could really be a sampling or interview 
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error (“Impact of Effective Demand on the Labor Supply,” loc. cit., pp. 460, 
464). It should certainly be disturbing to the policy-maker that labor-force 
data are not more precise. Yet it should be even more distressing that prac- 
tically every other major economic series is less accurate.* 

3. Finally, an economic magnitude may be regarded as stable if its fluctua- 
tions are small enough or spread over enough time so that people and institu- 
tions can adjust to them without great economic and social strain. By this test, 
also, a labor-force variation of 3% per cent of population, over a long period 
of time, need not be regarded as reflecting instability. For example, if it were 
possible to predict that a population 14 and older of 230 million in the year 
2000 would furnish a labor force somewhere between 116 and 124 million, 
might not that conditional prediction be valuable for many purposes of long- 
run planning? 

On the other hand, a similar range of variation over a short period of several 
years would certainly constitute an unsatisfactory degree of stability for many 
policy purposes (and in any case could be made to seem so). But when I said 
that “During the . . . four years until the Korean outbreak, the over-all [labor- 
force] proportion . . . in each of the three nations [had a] maximum range of 
variation [of] 1.5 per cent of population fourteen and older—half to a third of 
what normally occurs in this country and Canada from one season to another 
within the same year,” (p. 461) could I not reasonably be interpreted to have 
meant that a range of 1.5 per cent variation constitutes stability for some 
short-run purposes, and not that it constitutes stability for all purposes or 
that a variation of 2 or 3 times that much also constitutes stability? One can 
advertise that a bridge will hold several times a certain load without suggest- 
ing that it would be safe to burden it with that multiple-load. 

Nevertheless, I suggest that the social and economic impact of even the 3% 
per cent short-run variation need not be as great as Levitt has managed to 
make it appear. Labor-force variation is accomplished for the most part by 
several million young people and women moving into and out of school or 
housekeeping; and to suggest that such a movement necessarily constitutes a 
substantial fluctuation in national well-being overlooks the fact that the 
return of a person to classroom or to caring for husband and children may even 
give rise to a net social gain, in the form of a decline in illiteracy and delin- 
quency. In any case, the fluctuation in gross national product involved in such 
a labor-force variation would scarcely be as large as Levitt suggests. The GNP 
does not vary in close relationship to employment, and the average earnings of 
the youths and adult women who enter and leave the labor force may be lower 
than the earnings of the adult men who stay in the labor force, since the 
former earn less per hour and in many cases work less than full time. In 1952, 
the average employment in the third quarter of the year was greater than in 


* Since Levitt has translated possible variations in labor force into possible variations in 
gross national product, it is surely pertinent to point out that these data are probably not 
accurate within 10 per cent and that savings data may be far less accurate. See Simon 
Kuznets, National Income and Its Composition, 1919-1938 (New York, 1941), II, 528 
and Table 100. 
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the first quarter by 2.6 million persons, or 4.3 per cent, but gross national 
product was greater by only 2 billion dollars, or 2.3 per cent.* 

I cannot close without calling attention to a misinterpretation of one of my 
major conclusions. Levitt cites some figures for 1940 in his Table II which 
show all the pertinent labor-force participation rates to be below their postwar 
counterparts and goes on to say, “Long would argue, of course, that any over- 
all rate of only about 3 percentage points below the postwar high amounts to 
stability.”” Elsewhere (in footnote 12) he says, “The fact that there was sub- 
stantial unemployment in 1940 is not likely to have influenced the results since 
there is now wide agreement, and Long’s studies certainly support the view, 
that the existence of widespread unemployment has no discernible effect on 
the labor-force participation rate.” These statements make me blush for my 
own powers of exposition, since in my article I stated (to me) clearly: “At all 
times [the labor force] appears insensitive to moderate variations in unemploy- 
ment” (p. 466;italics added at this writing); while with regard to the great 
depression I said: “Actual decreases of 2 per cent of population obtained for 
Great Britain in... 1921 and 1931, for Germany in 1933, and for the United 
States and its individual states and cities at various dates during 1934-40. 
With the peacetime prosperity, the labor force went back up to the proportions 
prevailing in previous years of high employment” (p. 460). 

I do not think that Levitt has shaken (if he has indeed tried to shake!) the 
central conlusion of my work, which is that during long and short-run periods 
of peacetime high employment the labor force has manifested no association 
with real wage and salary earnings but has, in fact, held to a proportion of 
the over-all population (standardized for composition) that has been remarka- 
bly stable, especially in view of the great changes in real or money hourly 
earnings, in disposable incomes, and in the internal composition of the labor 
force itself. This stability for the past provides no guarantee for the future. 
The road ahead the policy-maker must travel at his own risk. But has he ever 
proceeded on any other terms? 

CLARENCE D. Lonc* 


* Survey of Current Business, July 1953, p. 31. 
* The author is a member of the staff of the Council of Economic Advisers. 
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Savings in the Modern Economy—A Symposium. Edited by WALTER W. 
HELLER, Francis M. Boppy, and Cart L. Netson, (Minneapolis: Uni- 
versity of Minnesota Press. 1953. Pp. xix, 370. $5.00.) 

This is a report of the Savings Conference held in May 1952 under the 
sponsorship of the University of Minnesota and a large number of business 
organizations of that region. The origin of the conference may be traced, say 
the editors, to the problems raised both for short-run inflation control and for 
long-run economic growth by the great fluctuations which savings have dis- 
played over the past two decades which have “defied prediction and resisted 
easy analysis.” The “Savings Problem and Outlook in Broad Perspective” is 
considered in Part I; the second part contains technical papers on “Savings 
Concepts, Data and Behaviour’’; a third deals with the “Savings Problem in 
Underdeveloped Countries”; and the final part consists of a single paper by 
George Garvy on “Savings and the Problem of Inflation in the United States,” 
a paper which was not actually delivered at the conference. 

The Minister of Finance for Canada, Mr. Douglas Abbott, begins the gen- 
eral discussion by an account of Canadian savings policy since the second 
world war, by laying emphasis on the vital role in the growth of countries 
played by domestic and foreign savings and by expressing, nevertheless, his 
concern about the present high savings potential on this continent and the 
policy problem which may arise from it. Hugh Gaitskell, British economist 
and former Labour Chancellor of the Exchequer, deals with British aspects of 
the threat to full employment arising from high savings and urges the wisdom 
of putting the capital they can create to work in underdeveloped countries. 
Bernstein of the International Monetary Fund believes that only with the aid 
of foreign capital will the development of such areas be accomplished. He 
devotes a long article in Part III to arguing that bank credit can be no substi- 
tute for savings, that forced saving by its nature is most unproductive and 
that the stabilization crises which may arise when the price rise is brought 
under control may be most disrupting. This analysis should be valuable to 
those in capital-poor countries who have to deal with serious inflationary 
pressures arising from development proceeding rapidly enough to meet popu- 
lar demands. 

For the United States the prospects and role of savings are variously 
appraised. Hansen thinks saving of secondary concern in light of the serious 
deflationary pressures which brought inflation to an end as early as 1948. The 
need is for savings offsets, which he thinks can be found, and, in a growing 
economy, for investment which exceeds intended savings. In the view of the 
late Dr. Goldenweiser social policy and new institutions assure strong infla- 
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tionary trends. Policy should therefore stimulate saving. If such policy is to 
be firmly based on economic analysis, current savings concepts and theories 
will need thorough overhauling and development. Slichter, though taking the 
deflationary pressures more seriously, looks forward to a mildly rising price 
trend because of technical innovation and the new demands which will thus 
be stimulated and financed by the investment called forth. Sonne, of the 
National Planning Association, would, in order to work toward a “humane free 
enterprise system” which keeps employment full and passes the benefits of 
improving productivity to the population, stabilize the price level if necessary 
by direct social intervention in price and wage determination. Given the 
encouragement of price stability, savings would be quite adequate. 

From these wider policy discussions, which should be of great interest to 
the general reader, economists will turn to the main part of the book which 
considers savings concepts, data and behavior. The list of the authors of papers 
and discussion comments reads like a roster of the American specialists in 
this field. For others the book has the very great merit of presenting within a 
relatively small compass and in very compact form the main alternative con- 
cepts and hypotheses. The array of alternatives is indeed bewildering. Duesen- 
berry remarks that in preparing his paper he “wasted a good deal of time and 
effort seeking some way of looking at the problem which would somehow unify 
the rather disparate viewpoints from which the savings problem is being 
attacked by various workers.” He himself offers a modification of his earlier 
views which distinctly adds to their complexity. Klein, thinking the Keynesian 
simplicities as of pedagogical value primarily, rejects the treatment of savings 
as a “homogeneous residual” and offers a long list of separate components of 
net national saving whose behavior patterns need analysis. The individual’s 
savings behavior is given an extended treatment by most of the authors. 

In working through this part one builds up a sense of the futility of search- 
ing for the regularities on which both policy and prediction must be based by 
surveying the decisions of individuals. It is with relief that one finds Kuznets 
arguing that the individual’s savings decisions are “perfunctory” decisions 
concerning small parts of personal income at any one time; that there must be 
aggregation to get significant savings behavior patterns. The national aggre- 
gation produces a very simple pattern; but for short-run policy decisions dis- 
tinctions between groups with short-run differences of behavior are needed. 
Study of the most expedient bases for aggregating is likely, he believes, to be 
more revealing than further analysis of individual behavior. 

One very important subgroup, corporate saving, is investigated at some 
length by John Lintner. He rejects the Modigliani application of the “ratchet” 
formula, for explaining the cyclical variability of the savings-income ratios, to 
corporate as well as to individual savings, not so much on the ground that as 
good correlations are not obtainable by this, as by other, formulae, but rather 
because he does not think the individual corporation’s decision-making works 
that way. He offers his own alternative explanations. Subgroupings within 
personal savings are argued for by those who point out that similar changes 
in national net savings may have very different implications depending upon 
whether gross saving or dissaving is the main factor in the change or whether 
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the change arises from saving which is closely associated with investment 
spending or from forms of saving which find their way into the capital market. 

It is impossible in a brief note to say more; but perhaps enough has been 
said to indicate that the economist and his students, and even the nonspecialist 
interested in exploring these complexities, should find here a quite unique 
compendium on this most important subject. The brevity of the papers results 
in a conciseness and sharpness of statement which is likely to impress one more 
deeply with the varieties of viewpoint they embody than would much reading 
in the underlying sources. To such sources one will be stimulated to turn for 
elaboration and for qualifications. 

F, A. Knox 
Queen’s University 


Studi Keynesiani. Prepared by the Instituto di Economia e Finanza della Facolta 
Giuridica di Roma. (Milan: A. Giuffré. 1953. Pp. xi, 385. L. 1500.) 


The Institute of Economics and Finance of the Law Faculty of Rome is to 
be congratulated on the successful completion of an ambitious project. During 
the frequent discussions of Keynesian economics that have taken place at the 
Institute in recent years it became increasingly clear that a need existed in 
Italy for a book that would combine straightforward exposition of Keynes’s 
General Theory with scholarly discussion and criticism of major aspects of 
the system. A number of leading Italian economists were accordingly invited to 
collaborate on a volume of essays, and the resulting Keynesian Studies should 
meet the need admirably. The volume cotitains twelve essays as follows: “The 
Keynesian Theory of Income and Employment,” by Silvio Bacchi Andreoli 
(67 pages); “Critical Analysis of the Keynesian Consumption Function,” by 
Giuseppe Di Nardi (16 pages); “Observations on the Theory of the Multi- 
pier,” by Constantino Bresciani Turroni (25 pages) ; “Shadows and Lights in 
the Theory of the Multiplier,” by Rudolfo Benini (5 pages) ; “Considerations 
Concerning the Multiplier Analysis,” by Ugo Sacchetti (8 pages); “The 
Keynesian Concept of Liquidity Preference,’ by Amadeo Gambino (36 
pages); “Liquidity Preference and the Theory of Interest,” by Felice Villani 
(21 pages); “The Keynesian Theory of Economic Cycles,” by Giovanni 
Demaria (34 pages); “The Theory of ‘Economic Maturity’ and the Function 
of Public Investments,” by Federico Caffe (33 pages); “The Keynesian 
Schema and International Economic Equilibrium,” by Francesco Coppola 
D’Anna (51 pages); “Of the Keynesian Theory of Political Economy,” by 
Celestino Arena (30 pages); “Statistics and Macroeconomics,” by Giuseppe 
Ugo Papi (31 pages). 

There is a Preface by Professor Papi, and a “Bibliography of Principal 
Italian Publications on Keynesian Theory” consisting of 154 items by 62 
separate authors, only 4 of whom I identify as non-Italian. The book as a 
whole is characterized by lucidity of exposition, a high level of competence, 
and a thorough acquaintance with the literature of the subject. 

Precisely because this volume achieves its objectives so well, it has not a 
great deal to offer most American economists. Having the advantage of a 
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long head-start, the English language has been the vehicle for most of the 
best work in Keynesian economics, and an ability to read foreign languages 
has, for once, been of little use to Americans in mastering a subject. Anyone 
who reads Italian with ease will find Studi Keynesiani an excellent review of 
matters with which he should already be well acquainted, and the book may 
be particularly recommended to graduate students who are preparing for 
language examinations. It ought, also, to be made required reading for any 
American economists who have doubts concerning the quality of the work in 
economics being done in Italy. 
RICHARD V, CLEMENCE 
Wellesley College 


Economic Processes and Policies. By Wrtt1AM J. BAuMoL and LESTER V. 
CHANDLER. (New York: Harper & Brothers. 1954. Pp. viii, 690. $5.75.) 


In the current output of new introductory texts, one seems to note two 
major types: the first follows the usual textbook pattern of endeavoring to say 
something about all or almost all the topics with which economics as a social 
science may be expected to deal, while the second, in a different fashion, en- 
deavors to describe the basic functions of an economic system and to show the 
integration of these functions and their correlative processes. It is in the 
second category that this book may be classified. 

It is quite different from practically all its predecessor texts in that much of 
the detail and some of the major topics usually found in the “encyclopedia” 
type of elementary text are not found in this book. Its approach is analytical 
and its stress is on policy aspects. Well over one-third of the book is devoted 
to national income and broad macro-economic topics, while roughly another 
third is devoted to an excellent discussion of the ways in which an economic 
system performs the functions of determining the composition of output, pric- 
ing, allocation of factors and distribution of output. The central theme is the 
way in which the free market performs these functions with some comparison 
with the ways in which a centrally planned economy might be expected to try 
to reach the competitive solution. 

Some small glimpse into the nature and flavor of the volume may be 
obtained from the following comments on four of the topics with which it 
treats: 

1. Chapter 6 describes the free-market economy. It is brief (only fourteen 
pages) but is as excellent and realistic an introductory summary of what this 
type of economic system is as I have seen in any elementary text. Two sen- 
tences selected from the concluding section of this chapter (p. 116) suggest 
the general approach: “The market is thus, at least in its ideal form, an 
amazingly efficient means of giving effect to the desires of the members of an 
economy, insofar as this is permitted by the scarcity of resources.” “The type 
of analysis presented in this chapter should be a useful antidote to the beliefs 
of some that there are no economic controls except controls by government 
and that free enterprise is no system at all but only chaotic anarchy... .” 
Since this chapter is so brief, it is necessary to wait for later chapters to de- 


, 


652 THE AMERICAN ECONOMIC REVIEW 


scribe more completely the conditions of general competitive equilibrium and 
the automaticity of market forces. Although there is mention of consumer 
sovereignty and freedom of choice in this chapter, some may wish that the 
authors had placed a bit more stress upon freedom per se in this introductory 
chapter. 

2. The discussion of national income theory follows what might be called 
the monetary approach rather than the (more usual) expenditures approach. 
The authors have endeavored to integrate six factors (consumption, savings, 
investment, demand for money, supply of money and the rate of interest) as 
interdependent in determining the level of national income. But their emphasis 
centers largely on the active role of the rate of interest in determining the level 
of national income and they have relatively little to say about the propensity 
to consume, the multiplier, investment as an autonomous factor, or about 
differences between ex ante investment and savings as providing equilibrium- 
seeking forces. While the presentation is clear and lucid, and rather on the 
nontechnical side, some economists may have reservations about the emphasis 
on the role of monetary factors and the de-emphasis on expenditure factors. 

3. In Chapter 21, there is a very interesting further discussion of the work- 
ings of the free market, of the conditions of equilibrium and adjustments 
thereto—all done in a nontechnical way without equations or diagrams. The 
chapter is introduced by a quotation from Erich Fromm, “The irrational and 
planless character of society must be replaced by a planned economy... .” 
This has evidently been intended as a challenge to the reader and to his think- 
ing, but some may wonder if there is not some possibility here of creating an 
erroneous impression in the minds of beginning students who may not yet be 
sophisticated enough to catch the intent (especially since this is one of the few 
chapters so introduced). 

An ensuing chapter on “Central Planning,” based largely upon an ele- 
mentary but illuminating input-output analysis, illustrates very well the 
tremendous complexities of conscious planning versus the automaticity of 
market forces and does serve, in large part, to counteract the possible impres- 
sion mentioned above. 

4. One of the more novel features of the book is the relegation to an appen- 
dix of some seventy pages of the more formal analysis of price and distribution 
theory. In the appendix are displayed the usual graphs of price and output 
determination, of marginal productivity, and so on, all of which have been 
excluded as graphs but not as concepts from the main body of the text. The 
material in the appendix is straightforward and clearly presented. It may only 
be because we have become so accustomed to the more “orthodox” presenta- 
tions that this technique may raise questions in the minds of potential users of 
the book: for example, why should not a beginning student be exposed as he 
progresses to certain formal theoretical techniques, at least enough to enable 
him to grasp the conditions of competitive equilibrium in a way which words 
alone—no matter how well chosen and combined—could perhaps never make 
fully meaningful? 

Although it is difficult to appraise adequately an introductory text in ad- 
vance of its actual use in the classroom, yet, in the opinion of this reviewer, 
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this volume should prove to be the outstanding current addition to the ranks 
of elementary course texts. It would appear to be especially desirable for a 
single-semester course; with appropriate supplementation, it should be very 
useful in a one-year course. It cannot fail to prove stimulating to students and 
should help make economics and economic problems and policies “‘come alive” 
and be more meaningful to them. 
MERTON W. ERTELL 
University of Buffalo 


Principles of Economics, By F. R. Fatrcuitp, N. S. Buck, and R. E. 
SLESINGER. (New York: Macmillan. 1954. Pp. viii, 780. $6.00.) 

Principles of Economics, while a lineal descendant of the earlier and success- 
ful textbook, Elementary Economics, by Fairchild, Furniss, and Buck is, as 
the authors point out, more than a revision of the fifth edition (1948) of the 
latter book. It is virtually a new book. Nevertheless the basic theoretical 
approach, style, and readability of the earlier work have been retained. 

The size of the book has been reduced somewhat without unduly sacrificing 
the content. The evolution of American agriculture, industry, and transporta- 
tion has been brought forward into the introductory portion of the text, prior 
to the initial discussion of value and price theory. All factual material, both 
statistics and legislation, has been brought up to date, and considerable new 
material has been added. 

Chapters on Principles of Consumption and National Income have been 
added, and the two chapters on Government in Industry contain new sections 
on price and wage controls, TVA, agricultural controls and subsidization, and 
other topics. In addition, a workbook to accompany that basic text will be 
available. 

In the reviewer’s opinion, there are usually some three or four important 
topics or subject-matter areas that many teachers of the introductory course 
in Principles of Economics would like the basic text to include. These are: 
(1) a good introductory section covering the basic terms and definitions, 
production, consumption, etc.; (2) a solid section on price, value, and distribu- 
tion theory under both competitive and monopolistic conditions; (3) an ade- 
quate section on national income and employment determination, and the 
Keynesian analysis in simple form; (4) a comprehensive section on current 
economic problems including money and banking, public finance, taxation 
and fiscal) policy, international trade and finance, agriculture, transportation, 
business cycles, labor economics and unionism, government and business, and 
comparative economic systems. 

The book under review covers only three of the above four topics. The only 
references to national income and employment determination and to Keynes 
are incidental references in the chapters on Public Finance and Business 
Cycles. A chapter is devoted to National Income, but the analysis is from the 
accounting, not the income-determination, point of view. The systematic 
treatment given to this subject by such textbook writers as Samuelson, 
Morgan, Meyers, Harris, Ise, and others is missing, and in the reviewer’s 
opinion greatly needed. 
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Nevertheless Principles of Economics is an excellent textbook for a one- 
semester or three-hour course in Principles of Economics at the freshman or 
sophomore level. It is clear, concise, and readable, and being condensed, it can 
be supplemented easily by other materials. The introductory and problems 
sections are excellent, and the value and price theory section while not unduly 
profound is more than adequate. All in all, it is a good textbook. 

Ervin K. ZINGLER 


University of Houston 


Economic History; National Economies; Economic Development 
Histoire du commerce. Edited by Jacques Lacour-Gayvet. Vol. III, Le com- 
merce extra-européen jusqu’aux temps modernes ; Vol. 1V, Le commerce du 
XVe siecle au milieu du X1Xe siécle; Vol. V, Le commerce depuis le 
milieu du X1Xe siecle. (Paris: Editions SPID. 1951-53. Pp. 546 and 391; 
and 441. Fr. 1200 per volume.) 

This review is a sequel to that of the first two volumes of this set, which 
appeared on pages 943-48 of Volume XLII of the American Economic Review. 
Since the complete set is now available it is possible to present an impression 
of the whole, as well as an evaluation of its various parts and divisions. The 
general plan of the work was to present the geographical, sociological and 
institutional background in the first volume, and to devote the remaining four 
volumes to the history of commerce proper. Since a system of trading rela- 
tions embracing most of the world did not develop until after the discovery 
of America, the sixteenth century forms a logical point separating the history 
of trade in the period before and the one after the emergence of a world trading 
system. Volumes II and III of the set deal with the trade of different parts 
of the world before they become integrated in a world network of trade, and 
volumes IV and V with the trade of the world in the last four centuries. 

In subdividing the subject matter in volumes II and III it was problematic 
what principle of division to use. In the second volume the trade of the 
ancient world and medieval Europe was treated. This left the discussion of the 
early trading relations of the rest of the world to the third volume. This has 
been divided into four parts, the exchange relations of “primitives” in the 
Pacific Ocean and tropical Africa, the trade of pre-Columbian America, the 
trade of India, and the trade of China and Japan. The subdivision of the 
subject matter is based on two principles, the degree of “primitiveness” of a 
population, and geographical contiguity. This creates some difficulties, because, 
on the one hand, trading relations which have obviously had no historical 
connection, such as those of Polynesia and West Africa, are treated together, 
and because, on the other hand, the unity of some commercial systems is 
violated. One outstanding example of the latter is the absence of an integrated 
treatment of the historical development of Moslem trade. In part, the trading 
relations of the Islamic peoples are discussed in the section of African trade, 
in part in the section on India (esp. pp. 193-204 of vol. III), and in part in 
volume II in connection with the trading relations between medieval Europe 
and the Levant. This is especially unfortunate since it prevented the uniform 
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presentation of the development of Arab trade in the Mediterranean and, 
later, in parts of Africa and Asia which were conquered by the Moslems or 
bordered on Moslem-dominated states. The importance of the Moslems from 
about the ninth to the fifteenth century as mediators in the commerce between 
Europe and the Far East, as well as Central Africa is too well known to require 
much documentation. A similar casualty of this manner of subdividing the 
material is the role played by Byzantine trade (although some few remarks on 
it are contained in volume II, but are confined chiefly to the period before the 
Crusades) and of other peoples who may be regarded as intermediaries in 
trade, such as, for example, the peoples who mediated the overland trade 
between the Far East and Europe. For example, hardly anything is said of 
Russian trade in Siberia and other parts of Asia. 

Another shortcoming which results from the division of subject matter is the 
introduction of nonhistorical, primarily sociological and institutional, material 
in several places, rather than its concentration in one place in the set. The 
description of the commercial relations between Polynesian primitives is cer- 
tainly not historical, and, indeed, the chief sources on which this section of 
volume III is based are field reports of contemporary anthropologists. Simi- 
larly, a substantial portion of the section on Japan deals with sociological 
rather than economic-historical material. A minimum of such materials is, 
of course, indispensable in any historical account; but since the set was intro- 
duced with a volume which concentrated on the sociological aspects of trade, 
most of these materials should have been included there. The progress from 
gifts among strangers to ceremonial exchanges, such as the potlatch or the 
kula, and from these to regular trade, moreover, is not historical but, rather, 
logical. That is, varying forms of barter, ceremonial exchange, giving of gifts, 
and regular trade are associated with different societies varying in complexity 
of economic structure, but beyond rather rudimentary notions of the evolution 
of these different forms of exchange in the ancient world we have little knowl- 
edge on the historical transitions from one form of exchange to the other. 
Henri Labouret’s treatment of primitive forms of “trade” is therefore misplaced 
within the historical context of volume III and the best part of his essay is 
his description of the well-developed trade between the Sudan and North 
Africa from the 10th to the 15th century. Since the original Arab sources on 
which this account is based (notably the works of such travelers and geog- 
raphers as al-Bakri, Ibn Batuta, and Ibn Sa’id) are little known in this 
country, this portion of Labouret’s account is of great interest. 

Labouret’s essay is followed by a short account of pre-Columbian trading 
relations in America, which though competently done, presents few things 
new to Americans. American works, such as Martin, Quimby, and Collier’s 
Indians before Columbus, form the chief sources of Jean Canu’s essay on pre- 
Columbian trade in America. 

Next comes a good and concise account of the trade of India up to the time 
of the Portuguese conquests, written by Jean Fournier. The last half of volume 
III is devoted to a lengthy exposition of the history of Chinese and Japanese 
trade by Georges Bonmarchand. These three hundred pages are the most 
erudite and fact-filled of the entire set. Unfortunately, in describing the devel- 
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opment of Chinese trading relations, Bonmarchand has followed the manner 
of presentation of his sources too closely. These were chiefly the twenty-one 
Chinese dynastic histories, and one specialized history of Chinese commerce, 
which like most historical works in Chinese are chiefly chronicles and chro- 
nologies rather than histories in the true sense. Thus Bonmarchand’s account 
is essentially an encyclopedic listing of facts, made with great erudition and 
much industry. It should form an important source of Chinese economic history 
for students who do not read Chinese, but who are able to supply their own 
interpretation. The section on Japan is much more vivid than that on China, 
which may perhaps be due to the fact that Bonmarchand spent some time in 
Japan as a French diplomatic officer. But there is an unmistakable difference 
between this second part of volume III, on the one hand, and the rest of the 
volume, as well as volume II and the first essay in volume IV (Jean Canu’s 
account of the discoveries and their impact), on the other hand. The develop- 
ments of trade in China and Japan are treated as catalogs of events in which the 
reader looks in vain for an exposition of some of the great perennial problems 
which beset the commerce of these countries. In the other instances, some of 
the major themes are selected and made into the central core of an essay around 
which the development of trade in a particular historical setting is elaborated. 
In the review of volumes I and II, I have already mentioned how Mile. Boulet 
succeeds in presenting the history of medieval trade as an equilibrium system 
with its centers in Northern Italy and around the North Sea. Similarly, 
Labouret interprets the commercial history of medieval West and North 
Africa as an effort to find ways and means of overcoming the obstacles of 
nature in the exchange of gold and tropical products against salt and manu- 
factures of a higher civilization. And again Canu’s chapter, “Le nouveau 
monde et l’or espagnol” (Vol. IV, pp. 9-148) is dominated by the analysis of 
how the newly fashioned nation states of western Europe tested their growing 
power in a competitive struggle for the precious metals of America and colonial 
possessions in overseas continents. In its general conception and its internal 
unity this essay belongs properly to the preceding two volumes, and the 
comprehensive study of the development of the world trading system of the 
last 300 years begins in the second third of volume IV and continues to the 
end of volume V. 

This portion of the set is divided into four parts. C. G. Gignoux discusses 
the mercantilist period, Mlle. Andrée Gobert the period of transition towards 
liberalism, M. Baumont the period of free trade and the gradual return to 
protection and P. Naudin the history of commerce since the outbreak of 
World War I, under the title “Governmental Inroads on Trade.” Unlike the 
other portions of the set which contain historical summaries of the trade of 
peoples and periods which are not commonly found in the literature, many 
works exist on the history of the world trading system since the beginning of 
the mercantilist period. We have accounts of the entire period, and monographs 
of special phases. Since the entire set was not intended to supply new materials 
or new interpretations, the bulk of volumes IV and V is therefore a restate- 
ment of well-known events and developments. To the specialist this portion 
of the set is the least rewarding. But anyone wishing to obtain a general sutvey 
of the developments of world trade during the nineteenth and twentieth cen- 
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tury will find a good and rather complete summary in volume V. Both contribu- 
tors to this volume view economic liberalism with some favor and this colors 
to some extent their judgment, but without making their interpretation biased. 

Of considerable interest is the last part of volume IV, in which Mlle. Gobert 
discusses the transitional period from mercantilism to liberalism. Although 
she does not do full justice to the great reversal in the general interpretation 
of the role and objectives of governments in influencing the foreign economic 
relations of their countries, she presents several well-documented and highly 
competent discussions of special phases in this process. The most impressive 
part of her contribution is a lengthy chapter on the continental system. In 
addition to summarizing admirably the evolution of this case of economic 
warfare, she explores all the corners and byways into which the continental 
system meandered, just sufficiently to make her account immensely realistic 
and intelligible. Although her essay is not a substitute for Eli Heckscher’s 
well-known book, The Continental System, it forms a worthy supplement to it. 
(It should be remarked, incidentally, that although Mlle. Gobert’s biblio- 
graphical references are probably superior to those of any other contributor 
she omits from her list of works on the continental system, among others, 
Heckscher’s work, as well as the well-known book by E. Tarlé, Le blocus 
continental et le royaume d’ Italie.) 

The most disappointing part of the last two volumes, and perhaps of the 
entire set is the section on mercantilism. Here is a period in the history of 
European commerce which could have provided an opportunity for some inter- 
esting new syntheses if the author had built upon Heckscher’s Mercantilism, 
and the critical literature evoked by this book. But Gignoux perhaps did not 
even know of the existence of this literature, since no part of it, not even 
Heckscher’s magnum opus is mentioned in the bibliography. His bibliography 
is equally defective as concerns works on more specialized subjects or on par- 
ticular countries. Earl Hamilton’s many writings on Spain are not mentioned; 
in the bibliography on Dutch mercantilism no mention is made of such a 
well-known standard source as Laspeyres’ Die volkswirtschaftlichen Anschau- 
ungen der Niederlander; the writings of Jacob Viner on mercantilism in gen- 
eral, and British mercantilist theories in particular, are ignored. In fact, the 
only source in a language other than French is an old general economic 
history by Thorold Rogers, and apart from some standard sources on the 
French economic history of the ancien régime, Sombart’s The Jews and 
Modern Capitalism (in its French translation) and Henri Hauser’s La pre- 
pondérance espagnole, seem to have been the chief sources on which this 
chapter was based. 

But worse than the gaps in the bibliography are Gignoux’s blunders of fact 
and interpretation. He repeats the by now long-exploded myth that cloth- 
making was introduced in England by the Flemish in 1337 (Vol. IV, p. 180) ; 
he confuses the date of publication of Thomas Mun’s England’s Treasure by 
Forraign Trade with its date of composition (p. 188); he believes that South 
Sea Bubble was the name of a trading company (p. 198). But his judgments 
are no better than many of his facts. He cites a representative of Lyon as 
saying that Providence has distributed its bounties in such a way among na- 
tions as to make international commerce a necessity, and believes this to be 
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“the strongest possible refutation of mercantilism” (p. 245). If he had con- 
sulted pages 101-103 of Jacob Viner’s Studies in the Theory of International 
Trade, he would have found that this view was quite common among some 
otherwise very orthodox mercantilists. In another place (p. 260) he distin- 
guishes German cameralism from French Colbertism, in declaring that the 
former was founded on the “labor of groups, a collective effort, in short was 
communalist.” I am not quite sure whether this statement means anything, 
but it constitutes a complete misjudgment of the nature of cameralism. 

An evaluation of the entire set of five volumes leads to the following result. 
Although the work is, on the whole, competent it shows some unevennesses 
in quality, from the rather poor section on mercantilism (though even here 
the few pages on Colbert and his system are rather good) to the very excellent 
sections on medieval trade, or the continental system. Another unevenness is 
the difference between the very popularized treatment of the history of com- 
merce in the last century and a half and the very erudite account of Chinese 
commercial history. A third unevenness is in the general manner of presenta- 
tion, from the fascinating style of Canu, to the dry matter-of-fact “chronolo- 
gies” of Bonmarchand. There are also great variations in the bibliographical 
references appended to the various chapters, and apparently great differences 
in the reliance of different authors on published materials. On the whole, non- 
French sources are cited rarely and used probably even less. 

But unevennesses are counterbalanced by uniformities. The presentation 
is in general economical, and a nice proportion is achieved throughout between 
general discussion and special examples. The major emphasis in all portions is 
on the historical development of commercial relations and a neat balance 
between descriptions of local, national and international trade is achieved. 
Controversial issues are avoided, on the whole, and although the prevailing 
sentiment of the authors tends to favor liberalism, they are neither doctrinaire, 
nor intent upon making converts. There are few portions in the set which 
will be of interest to specialists in economic history, though the chapters on 
Africa, China and Japan in volume III, perhaps those on Greece and Rome 
in volume II, and that on the continental system in volume IV contain material 
of considerable scholarly value. At the same time it would be wrong to regard 
the work as lacking scholarly val':2. With the exceptions noted earlier it is a 
very readable, competent work which may be used with profit either by general 
historians or by economists for reference purposes, or to obtain a general 
overview of the history of commerce in the various parts of the world. Certain 
parts of the set would also lend themselves as collateral readings in graduate 
courses in economic history, or perhaps even the general history of various 
countries and periods. 

Bert F. Hoseritz 

University of Chicago 
Capitalism and the Historians. Edited and with an Introduction by F. A. 

Hayek. (Chicago: University of Chicago Press. 1954. Pp. vii, 188. $3.00.) 

This small volume is mainly designed, as its editor informs us, to dispose 
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of “. . . one supreme myth which more than any other has served to discredit 
the economic system to which we owe our present-day civilization .. . ,” 
namely, “‘. . . the legend of deterioration of the position of the working classes 
in consequence of the rise of ‘capitalism’ (or of the ‘manufacturing’ or the 
‘industrial system’).” We are told that the socialist interpretation of economic 
history which has dominated much of our political thinking for the past two 
or three generations remains almost universally accepted outside the circle 
of professional economic historians. To help correct this unfortunate bias 
Professor Hayek introduces the reader to essays by T. S. Ashton, L. M. 
Hacker, B. de Jouvenal, and W. H. Hutt. The result is a collection of writings 
which is likely to be viewed with mixed feelings by economists and historians, 
whatever their political beliefs may be. 

Quite the most effective and scholarly of these essays is Ashton’s “The 
Treatment of Capitalism by Historians.” The preoccupation of historians 
with social grievances rather than with the actual course of economic change 
has been productive of a one-sided picture of the consequences of industrialism. 
A review of urban conditions in early nineteenth century England calls atten- 
tion to elements responsible for such evils as bad housing and inadequate 
sanitation. The effects of a long war, of supply and cost conditions in the 
building industry, of Irish immigration and the fiscal exactions of governments 
have been overlooked by pessimists who attribute all ills to the industrial 
revolution. Economic historians have failed to deal effectively with the 
economics of industrialism because of their inability to link history with 
theory, their obsession with historical stages, and their misplaced emphasis 
on the role of the state. 

Expansion of this essay, along with Hayek’s introduction, would have pro- 
vided a considerably more coherent and telling statement of the editor’s point 
of view than that presented by the book as published, for the remaining con- 
tributions add little to support his position and contain much to confuse the 
reader. L. M. Hacker’s “The Anticapitalist Bias of American Historians”’ 
amounts to a rather rambling defense of nineteenth-century achievements 
with little of the economic sophistication Ashton calls for. Definition of 
capitalism in terms of the risk-taking functions of private individuals and 
the development and maintenance of sound fiscal policy by the state is mean- 
ingless as it stands; American historians “at the present moment” are surely 
indebted to others than Charles Beard and Gustavus Myers; it is doubtful 
that capitalism is simply Republicanism writ large; and the remark that 
economic historians have been “in part” responsible for the slander that 
capitalism is synonymous with exploitation is not without its slanderous 
aspect. B. de Juvenal’s “The Treatment of Capitalism by Continental Intel- 
lectuals” which treats of the historical bias of Western secular intelligentsia 
against the economic and political institutions of their society is beautifully 
written, but lumps together intellectuals of many shades in a category so 
broad that, viewed in relation to the terms of reference of this book, it must 
be regarded as a marginal contribution. These three oddly matched essays 
make up Part I, the heart of the book. 
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Part II consists of two reprints: Ashton’s “The Standard of Life of the 
Workers in England, 1790-1830” (Journal of Economic History, Supplement 
IX, 1949) and W. H. Hutt’s “The Factory System of the Early Nineteenth 
Century” (Economica, March, 1926). The first underlines the danger of 
making easy generalizations about the industrial revolution and the factory 
system. Hutt suggests that the apparent benefits wrought by the early Factory 
Acts were largely illusory and that such legislation “served to obscure and 
hamper more natural and desirable remedies.’ These pieces add little to the 
general argument of the book although they may help bring it to a size 
which justifies its price tag. 

Historians, and particularly economic historians, should be flattered by the 
importance the editor attaches to their interpretations of past events, but 
they may be excused for having misgivings about the role assigned to them. 
The task of the historian appears to be that of upsetting certain myths 
which apparently still retain their grip upon the public imagination, and in 
so doing to stress points of view held in varying degrees by the contributors 
to this volume. Not many will question the need for historical revision of the 
consequences of industrial growth in England, and, as indicated by some of 
the essays, the need for a clear-cut analytical distinction between such terms 
as “capitalism,” “industrialism,” “factory system.” If these mean the same 
thing, then some good words are going to waste; if not, discussion of the 
growing-pains of early industrialism may proceed without the label of “anti- 
capitalist.”” Historians would do well to note the myths referred to in the 
Introduction; they would also do well to apply the historical eye to some 
of the beliefs scattered throughout the volume, e.g., ““The freedom of economic 
activity which in England had proved so favorable to the rapid growth 
of wealth was probably in the first instance an almost accidental by-product 
of the limitations which the revolution of the seventeenth century had placed 
on the powers of government; . . .” (Hayek, p. 14); “I believe, with George 
Unwin, that it is from the spontaneous actions and choices of ordinary people 
that progress .. . springs . . .” (Ashton, p. 62); “Dare we deny that the 
immense improvement which has occurred in the condition of the toiling many 
is chiefly the work of the businessmen?” (B. de Juvenal, p. 121). These may 
be sound generalizations, but without further historical investigation there 
is present the danger of substituting one set of myths (as contrasted with 
“safely established facts”) for another. It is conceivable that the most useful 
and enduring contribution of Capitalism and the Historians lies in the distinc- 
tion drawn in its pages between the evidence of history and the beliefs by 
which we live, beliefs which suggest that for better or worse the nineteenth 
century is still very much with us. 

W. T. EASTERBROOK 

University of Toronto 


Economic Planning in India, 1951-1956. By Batjit SINGH. (Bombay: Hind 
Kitabs Ltd. 1953. Pp. vi, 155. Rs. 6.) 


India’s Five-Year Plan: What it Offers. By B. T. RANarmive. (Bombay: Cur- 
rent Book House. 1953. Pp. xi, 259. $3.00.) 


Economic planning of the “five-year” variety has become a desideratum for 
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industrialization aspirations of recently decolonialized Asian countries. As 
elsewhere, the issue has shifted from market vs. centralized planning to a 
question of how much centralized planning is needed to fulfill national 
economic objectives. This is sharply pointed up in two timely assessments by 
well-known Indian economists of India’s Five-Year Plan, coming at about 
the halfway point in the plan period. Dr. Singh is in basic agreement with 
the Indian planners’ prescription of mixed economy with its rather moderate 
approach to nationalization and a not inconsequential sphere for private 
enterprise. To Ranadive, on the other hand, the prescription is nothing but 
bad medicine, cramping the perspective of the planners in the first instance 
and retarding any progress toward attaining the painfully limited objectives. 

Employing what he terms the “logic of institutional economics,” Singh 
views the preponderance of the agricultural sector with its “strong tradition 
of peasant holdings” as militating against full-scale socialization, while the 
retarded state of industrialization and monetization calls for state control 
over strategic points in the national economy. Although the objective of 
planning may be industrialization, the crucial sector in an underdeveloped 
nation is agriculture. However, this does not imply that agricultural develop- 
ment is always a precondition to industrial progress. This might be the case 
where the limits of the industrial market are fairly well defined by the 
aggregate purchasing power of the agriculturists. Singh points out, on the 
other hand, that industrialization not only is a precondition to agricultural 
expansion, but must proceed at a faster rate. In the case of India, the progress 
of agricultural production in the plan has been hampered by the unavailability 
of producer goods. Disequilibrium in the agricultural areas is also reflected 
in the accentuation of the chronic underemployment, which characterizes 
this sort of economic development. The widening gap between employed and 
employable resources further suggests a more rapid rate of industrial growth 
as a potential remedy. 

To Singh, the performance of the industrial sector in the first two years of 
the Plan is equally unimpressive. Difficulties stem from the necessity of 
harmonizing the development schemes of private firms with the social objec- 
tives of the national plan, lack of a strong public mechanism for control of 
strategic areas, and the paucity of investment capital. Inability of the state 
to finance planned outlays from normal budgetary sources consequently 
suggests the following alternatives: (1) scaling down of the planned targets; 
(2) exposure to the uncertainties of external financing; (3) deficit financing 
to fill the gap with its attendant inflationary hazards. The last has already 
presented itself to the detriment of both real investment and the possibility 
of further financing. : 

In placing his stress on agricultural technology and capital accumulation, 
Singh tends to underplay the human element in the planning process. Thus, 
distributive justice is subordinated to increase of total production; and wel- 
fare services, he feels, are being expanded prematurely at the expense of 
capital accumulation. Particularly in Asiatic areas where human dignity is 
a new and rising force, measures designed to raise its level certainly will 
contribute to the enhancement of physical productivity. 
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Singh covers the wide and intricate area of economic planning in India 
with admirable clarity and conciseness. Although devoted primarily to the 
problems of Indian planning, the work might well serve as an abbreviated 
general theory of planning in underdeveloped areas. 

In contrast, the Ranadive volume turns out to be a Marxian diatribe on 
both the content of the Five-Year Plan and the motives of the planners. 
Ranadive’s approach is also in a sense institutional. It is the failure of the 
planners to sweep aside the parasitic encumbrances to economic progress 
which dooms the Indian Plan from its very onset. Ranadive’s straw men are 
the British imperialists, Indian monopolists, and feudal landlords, with oc- 
casional blasts directed at American capitalists. 

To Ranadive, planning can be justified only if the state sector makes the 
key economic decisions and has the power to control the “anarchy” of the 
private sector. The Indian Five-Year Plan, dominated by the private sector 
and in turn by foreign capital, fails on this account. Failure to abolish the 
institutional obstacles severely limits the scope of the Plan, in the first place, 
so that targets set by the planners come nowhere near bringing standards of 
living up to prewar imperial levels. Secondly, doubt persists as to whether the 
targets ever will be reached in view of the control over production and trade 
exercised by foreign monopolists or by capricious price adjustments in the 
domestic market. Finally, attainment of the goals serves merely to strengthen 
the grip of the Tatas, Scindas, and their foreign cohorts over the Indian 
economy. What the Plan amounts to, in Ranadive’s view, is the expenditure 
of a huge sum in a last-ditch attempt to save a “tottering colonial system 
which is on the verge of collapse.” 

Ranadive calls first for the end of imperialist domination by the seizure 
and nationalization of British investments. This would simultaneously solve 
the financial problem of the Plan and provide the basis for state control over 
a strategic sector of the economy. The next step is the abolition of landlordism 
and redistribution of land to the tiller. Technological drawbacks of redistribu- 
tion would presumably be offset by a mass movement toward cooperative 
endeavor. Finally, productivity in both agricultural and industrial sectors 
would as a result be promoted. To Ranadive, such a program based on the 
abolition of institutional barriers, spells both higher domestic living standards 
and independence from external imperialism. 

Serious readers of this work should bear in mind the political orientation 
of the author. Ranadive, in his attempt to belittle the progress of the Plan, 
consistently compares actual or target data with norms such as minimum 
nutritional levels. Such norms have been unattainable even in advanced 
economies, so that they could hardly be a fair basis for evaluating achieve- 
ments of the Plan. Finally, Ranadive’s rejection of western economic aid as 
basically imperialistic, coupled with a willingness to accept assistance from 
the Soviet orbit without question, and his unqualified use of excerpts from 
Soviet and Communist Chinese sources in support of his proposals serve to 
suppress any sense of scholarly objectivity remaining in his work. 

SHELLEY M. MARK 


University of Hawaii 
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Economic Stability in New Zealand. Edited by R. S. PARKER. (Wellington: 
New Zealand Institute of Public Administration. 1953. Pp. 146.) 

For those who prefer their economy “planned,” as well as for those who 
do not, an ideal testing ground has been the New Zealand economy of the 
past twenty years. Both the Labour and Conservative Parties have consistently 
pursued over-full employment policies. The important characteristics of the 
New Zealand effort were highlighted by seven papers delivered at the Fifth 
Annual Convention of the New Zealand Institute of Public Administration 
in May, 1953.1 Professor Parker’s function was to reproduce pertinent com- 
ments from the floor at the convention and to integrate these with the main 
ideas of the speakers. 

In general, the papers are concerned with a description of the difficulties 
of the past rather than a recital of accomplishments. It is interesting to note 
that the planning (and the difficulties) began with guaranteed prices for 
dairy products in 1935. The stability concept grew from that sector to cover 
the whole economy. But what problems ensued! 

For example, New Zealand does not have industrial metals and must pay 
for these with meat, wool and dairy exports—all subject to violent price 
changes. Yet the program called for forecasts of export receipts in order that 
the trend of imports should not exceed exports and cause an exchange-reserve 
crisis. As well, imports had to be restricted so that a reduced demand for 
domestic goods would not result in reduced employment. 

There was a lack of coordination between the government, the marketing 
authorities and other agencies. Aside from agriculture, there were three major 
price-control authorities, all of whom differed in policy because of interpreta- 
tions of “reasonable margin of profit” (p. 83). All this duplication has existed 
with only one-third of consumer spending controlled. Today, cost-plus pricing 
is the rule, based on the average efficient producer (with competitive imports 
controlled). 

Wages, too, were troublesome. About 40 per cent of wages are determined 
by the Arbitration Court, whose judges admittedly are not economists, yet 
employ economic criteria in determining general wage levels (also, there are 
three other wage-setting bureaus). 

Both direct and indirect control of private investment have had to be 
discontinued for political, psychological and financial reasons. The lack of 
adequate statistics has greatly hampered planning. 

Results show that consumers’ prices have risen 30 per cent in the last four 
years (stability?) while unemployment averaged only 1 per cent. The tax 
burden, as a percentage of income, has almost doubled, and income-group 
shares have changed. 

This is interesting reading for the economist but it would seem David 
McCord Wright’s worst fears of socialism are justified. And what of the fact 


*“The Making of Economic Policy,” L. C. Webb; “Stability and Growth,” H. Belshaw; 
“Stability in an Agricultural Economy,” M. J. Moriarty; “Price and Wage Policy,” H. G. 
Lang; “Economic Stability and the Balance of Payments,” G. J. Schmitt; “Monetary 
Policy and Economic Stability,” C. G. F. Simkin; “Social Accounting and Economic 
Policy,” G. E. I. Wood. 
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(p. 29) that professional economists have played little part in the New 
Zealand experiment because they had “no ready solutions to practical 
problems” ? 
Harry ERNST 
Tufts College 


Statistics and Econometrics 


Econométrie. Colloques Internationaux du Centre National de la Recherche 
Scientifique, Paris 12-17 mai 1952. (Paris: Centre National de la 
Recherche Scientifique. 1953. Pp. 334, v.) 

This is a report on a meeting held in Paris in 1952. The participants were 
mainly French and American, the subject risk and uncertainty. The report 
is in French. 

G. Th. Guilbaud (Paris) presented an analysis of choice under stochastic 
conditions. He indicated the difficulties which exist if we want to make the 
probabilities involved compatible. 

L. S. Savage (Chicago) spoke about the axiomatisation of rational be- 
haviour under uncertainty. This is essentially a generalization of the von 
Neumann-Morgenstern axioms. His formulation is also influenced by de 
Finetti’s ideas about subjective probabilities. 

K. J. Arrow (Stanford) presented a study on the role of stock exchange 
prices in obtaining the best distribution of risks. He based his analysis 
essentially upon the von Neumann-Morgenstern theory and showed that under 
free competition the inarket prices of stocks lead to a distribution of risks 
which is optimal, if we assume that all participants have risk-aversion. 

B. de Finetti (Trieste) presented a consideration of the role of the theory 
of games in economics and of subjective probabilities in the theory of games. 
This study is based upon his well-known theory of subjective probabilities. 

M. Friedman (Chicago) spoke about the theory of uncertainty and the 
distribution of income. This is an important contribution to the discussion of 
the Pareto distribution of incomes. Under very simplified assumptions he 
showed that the inequality of incomes may be at least partially explained by 
the tastes and preferences of the individuals in a given society acting under 
uncertainty. 

M. Allais (Paris) presented a generalization of the theories of general 
equilibrium in economics and of welfare economics in the case of risk. He 
made rather specific assumptions about the form of the utility functions and 
assumed normal probability distributions. The utility functions depend then 
upon the mean value and the variance of the gains. Preference for risk and 
preference for security were considered. This permits a generalization of the 
theory of economic equilibrium under free competition and also of Pareto 
optima in welfare economics. 

H. Wold (Uppsala) presented a study of the econometrics of risk and of 
situations where chance plays a part. He distinguished between objective 
probabilities, empirical estimates of these probabilities and the subjective 


i 
ty 
4 
a 
we) 
4g 
1 


665 


BOOK REVIEWS 


estimation of probabilities. His analysis is based upon an investigation of the 
mathematical expectation (mean value). 

Allais discussed the foundations of a positive theory of choice under risk 
conditions. He considered the subjective deformation of objective probabilities, 
the pleasure derived from risk, the pleasure of gambling and the cost of 
gambling. 

P. A. Samuelson (Cambridge, Mass.) spoke about utility, preference and 
probability. His most important axiom dealt with strong independence in 
probability situations. If we use the same probability in the combination of 
two gains with a third, this does not influence the order of preference of 
the original two gains. 

P. Massé and G. Morlat (Paris) presented a joint paper about the economic 
classification of stochastic prospects. They criticized the von Neumann- 
Morgenstern axioms, especially the axiom of substitution. This criticism was 
based upon psychological arguments based upon gambling and also the be- 
havior of enterprises in the market, insurance, etc. 

J. Marschak (Chicago) talked about teams and organizations under un- 
certainty. After some general considerations he presented a simple example 
of a team in an enterprise, and of an organization in a firm. 

R. Frisch (Oslo) spoke about the occurrence test. He was concerned with 
a genuinely econometric problem, the autonomy of economic relations and 
the related subject of identification. He also discussed decision models, which 
may be of practical importance in economic policy. He discussed in addition 
the statistical procedures necessary for the analysis of decision models. 

M. Boiteux (Paris) treated costs and prices with stochastic demand. He 
used the principle of marginal cost generalized for the case of risk. 

J. Ville (Paris) discussed considerations of the theory of risk and credit. 

D. van Dantzig (Amsterdam) presented a study entitled: Utility of a 
probability distribution or probability distribution of utilities. He discussed 
certain objections to the von Neumann-Morgenstern theory and succeeding 
developments. 

Allais added some general comments. He criticized especially certain ideas 
of Savage. 

In the closing session Frisch gave a survey of the discussions. Part of this 
is in English (pp. 251-55) and should give the reader who does not know 
French an excellent idea of the discussion. 

In the appendix Allais presented the foundations of a positive theory of 
choice in face of risk and a criticism of the postulates and axioms of the 
American school (von Neumann, Morgenstern, Marschak, Savage, etc.). He 
discussed first the general theory of choice, objective and subjective proba- 
bilities, and the principles of choice under stochastic conditions. He treated 
the psychological deformation of monetary values, the subjective deformation 
of objective probabilities, the role of the mathematical expectation (Ber- 
nouilli’s law), the role of the dispersion (variance) of both the monetary and 
psychological values. These are the primary influences of the choice under 
stochastic conditions. Secondary elements are the cost of gambling, pleasure 
of gambling, pleasure of winning, minimum threshold of gain, etc. On the basis 
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of these considerations he gave a general theory. This is followed by a detailed 
criticism of the propositions of the American school, especially the principle 
of Bernouilli. There is a very detailed discussion of the concept of rationality. 
The criticism of the principle of mathematical expectation (principle of 
Bernouilli, von Neumann-Morgenstern) is extended to the axiom of inde- 
pendence, the substitution principle of Samuelson and other similar proposi- 
tions. 

The short résumé of the symposium given above can do no justice to the 
brilliance of many individual contributions. There was also a very intensive 
discussion after all papers in which many of the participants vigorously par- 
ticipated. The specialist in mathematical economics who has sufficient mathe- 
matical training will profit greatly from a thorough study of this volume. 

But what about the importance of this book for the economist and its con- 
tribution to economic science? Here I would venture to be more sceptical. 
The subject of choice under uncertainty has engaged many outstanding econo- 
mists before. The main problem, the validity of the von Neumann-Morgen- 
stern axioms, remains disputed. Many new and important ideas relating to 
this subject are contained in this book. I would like to point out especially the 
contributions of Allais, which are in the best tradition of the great French 
mathematical economists Cournot and Walras. 

The discussion is perhaps at some points vitiated by some methodological 
shortcomings: (1) It appears sometimes as if the axiomatic method is mis- 
understood. After all, it is somewhat arbitrary what we consider as axioms 
and what we consider as theorems in a consistent body of propositions. It 
appears sometimes as if some of the participants considered axioms in the 
old Greek sense of self-evident propositions. None of the axioms proposed in 
the discussion are self-evident in this sense. (2) The distinction between 
positive economics, which describes actual economic life and normative propo- 
sitions which tell us how we should behave is not always made clearly. The 
unfortunate word “rational behavior” can be used in both senses. If we forget 
this distinction we obtain a very strange mixture of behaviorism and ethics. 
(3) It is not always clear that the participants in the symposium realize that 
no science can be a complete description of actual phenomena. Even if eco- 
nomics were a perfect science it could never completely describe even the 
simplest empirical economic transactions. Each science requires idealization, 
the construction of models, the abstraction of unimportant features from the 
enipirical phenomena, the construction of “ideal types.” Hence it is senseless 
to require that economics or any part of it should explain a// phenomena of 
a certain kind. 

The von Neumann-Morgenstern theory of choice’ explains a large class of 
phenomena by the introduction of the Bernouillian hypothesis, that people try 
to achieve the maximum possible gain on the average in the long run.? Mar- 
schak, Samuelson and Savage have refined and enlarged this theory. But 


* J. von Neumann and O. Morgenstern, Theory of Games and Economic Behavior, 2nd ed. 
(Princeton, 1947), Appendix, pp. 617 ff. 


?J. Marschak, “Why Should Statisticians and Businessmen Maximize Moral Expecta- 
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Allais and others have pointed out that certain phenomena, like pleasure of 
gambling, love of adventure, etc., cannot be explained in terms of this theory. 
This is especially important in economic dynamics, e.g., with the Schumpe- 
terian entrepreneur. But it cannot be held against the original formulation by 
von Neumann and Morgenstern, which is static.* 

It is disappointing that a colloquium entitled Econometrics should contain 
so little empirical material. Not only are many of the theoretical contributions 
of economists between Bernouilli and von Neumann neglected,* but no con- 
sideration is given to empirical investigations of situations involving risk and 
uncertainty.® 

GERHARD TINTNER 

Iowa State College 


A Study of Aggregate Consumption Functions. By RoBERT FERBER. Technical 
Paper 8. (New York: National Bureau of Economic Research. 1953. Pp. 
72. $1.50.) 

The failure of statistical consumption functions in postwar forecasting was 
an episode of major significance in the recent history of economics. It sharply 
increased the general skepticism of econometric forecasting, and it stimulated 
some important new directions in theory and in empirical research. Of the 
post-mortems that the episode inspired, Professor Ferber’s is the most syste- 
matic and thorough statistical investigation. His study makes it possible to 
substitute precision for vague impression in assessing how bad the forecasts 
were and which formulas did better than others. 

The main questions to which Ferber addresses himself are as follows: As- 
suming that the time series of the usual variables—disposable income, popula- 
tion, consumer price index, and “time”—are to be used to explain prewar 
saving and to predict postwar saving, how good are the predictions? Which 
formulas and statistical practices lead to relative success in forecasting and 
which to relative failure? 

The objective presumably is to draw some lessons for the future. The most 


tion?,” J. Neyman, ed., Proceedings of the Second Berkeley Symposium on Mathematical 
Statistics and Probability (Berkeley and Los Angeles, 1951), pp. 493 ff. 

Op cit., on. 44 

*See, espe: ally, G. C. Evans, Mathematical Introduction to Economics (New York, 
1930); C. F. ho s, Dynamic Economics (Bloomington, 1934), pp. 14 ff.; H. T. Davis, The 
Theory of Econon trics (Bloomington, 1941), pp. 377 ff. 

*C. F. Roos, o . cit., pp. 24 ff, pp. 52 ff, pp. 69 ff. R. H. Whitman, “The Statistical 
Law of Demanc for a Producer’s Good as Illustrated by the Demand for Steel,” 
Econometrica, A *. 1936, IV, 138 ff. See also, e.g., R. H. Coase and R. F. Fowler, 
“The Analysis c Producer’s Expectations,” Economica, Aug. 1940, VII, 280 ff. T. W. 
Schultz and O. J] Brownlee, “Two Trials to Establish Expectations Models Applicable to 
Agriculture,” Q1 rt. Jour. Econ., May 1942, LVI, 487 ff. D. G. Johnson, Forward Prices 
for Agriculture Chicago, 1947). O. H. Brownlee and W. Gainer, “Farmers Price Antici- 
pations and the Role of Uncertainty in Farm Planning” Jour. Farm Econ., May 1949, 
XXXI, 266 ff. k O. Heady, “Uncertainty in Market Relationships and Resource Alloca- 
tion in the Short 2un,” Jour. Farm Econ., May 1950, XXXII, 240 ff. D. B. Williams, 
“Price Expectations »nd Reactions to Uncertainty by Farmers in Illinois,” Jour. Farm 
Econ., Feb. i “1, XX. TII, pp. 20 ff. 
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important lesson of the whole episode may well be, however, that other 
variables and more complex hypotheses are required to predict consumer 
behavior, especially during the immediate aftermath of a major war.’ If so, 
some of the lessons indicated by Ferber’s investigation may be misleading. It 
may not be to the credit of a particular formula or statistical technique that, 
using only the conventional roster of variables, it erred less than others in 
forecasting saving for 1947-49. 

Using standard data and standard periods of fit, Ferber has computed 22 
saving functions, some of them formulas suggested in the literature and others 
new arrangements of the same variables. He has computed, with minor excep- 
tions, three regressions for each function, for 1929-40, 1923-40, and 1923-40 
omitting 1931-34. He has then compared forecasts from these 60 regressions 
with actual saving for 1947-49 and for the first half of 1950. His first conclu- 
sion is that the forecasts are generally poor. He takes as his standard of com- 
parison the “naive” forecast that saving will be the same as in the preceding 
year. The formula forecasts, with the exception of Modigliani-Duesenberry 
(M-D) type formulas, certainly flunk this test. But is it a fair test? If the 
naive forecaster is assumed to forecast 1950 with data up to and including 
1949, the econometrician must be allowed these data too. Even if we forbid 
him to alter his formula, he must surely be permitted to revise his parameter 
estimates by adding postwar years prior to the year of forecast to his period 
of fit. Table I, computed by the reviewer, shows that such a procedure improves 
formula forecasts considerably. 

Ferber concedes that the formulas do better in predicting year-to-year 
changes in saving than in predicting absolute magnitudes. He provides no 
systematic evaluation of such forecasts, although he indicates that they are 
superior to naive projections. It is doubtful that the econometric forecaster 
should take comfort from this result. If he believes, as the use of this forecast- 
ing technique would imply, that the expected value of the deviation from the 
systematic relationship in any year is equal not to zero but to the actual 
deviation in the previous year, he should have subjected his estimates of the 
parameters of the relationship to this assumption in the first place. He should 
have calculated his regression from the year-to-year first differences of the 
variables. Table I indicates that this procedure does yield better forecasts 
than ordinary regressions when the forecaster is confined to prewar data but 
not when he is permitted to add postwar years. 

No method of year-to-year forecasting is, of course, adapted to the “full 
employment in 195?” problem that initially stimulated the fitting of consump- 
tion functions. Some standard other than the naive forecast is needed to 
assess ihe performance of formulas as long-run forecasters. The author might 
have provided a comparison of the actual forecast errors of the various regres- 
sions with their own implicit estimates of the standard error of forecast. 


*L. R. Klein and M. Sapir, among others, have sought to explain the forecasting failures 
in terms of economic variables omitted from the formulas, variables that were, at least in 
the immediate postwar years, important determinants of the propensity to consume. 
Klein, “A Post-mortem on Transition Predictions of National Product,” Jour. Pol. Econ., 
Aug. 1946, LIV, 289-308. Sapir, “Review of Economic Forecasts for the Transition Period,” 
Studies in Income and Wealth, XI, 275-351. 
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The other conclusions of the study are generalizations from the comparative 
forecasting errors of the various regressions. (1) Both price deflation and 
allowance for population change improve forecasts. These results vindicate 
familiar a priori arguments cogently restated by the author. (2) Better 
forecasts are obtained from 1923-40 than from 1929-40 regressions. This 
result is also a comforting confirmation of a priori expectations, since the 
longer period contains not only more observations but years less deviant than 
the ‘thirties from the postwar years of forecast. (3) There is only a loose 
association between goodness of fit and forecasting success. It would be easier 
to appraise this conclusion if the author had used standard error of forecast 
rather than coefficient of determination as the statistic of goodness of fit. As 
the variables differ from one formula to another, so do the amounts of extra- 
polation required for the same forecast. (4) Some formulas were more stable 
than others in the face of the Department of Commerce statistical revisions. 
It is not clear whether, or why, such stability should be considered a merit. 

Finally, (5), better forecasts are obtained by those regressions that contain 
a “cyclical adjustment factor,” i.e., some device to prevent the variation of 
saving between the income levels of 1932 and 1929, or 1933 and 1940, from 
being extrapolated to the difference in income levels between 1940 and 1948. 
An M-D formula is such a device, and so is omission of the four depression 
years 1931-34 from the period of fit to other formulas. Since Ferber—rightly, 
in the reviewer’s judgment—balks at arbitrary omissions of observations, his 
cautious conclusion is favorable to the previous-peak income (or consumption) 
hypothesis. His caution has already proved justified, for, as Table I shows, the 
years 1951-53 present quite a different picture from 1947-50. 

JaMEs ToBIN 

Yale University 


Economic Systems; Planning and Reform; Cooperation 


Socialism and American Life. Edited by DonaALD Drew EcBEert and Stow 
Persons. 2 Vols. (Princeton: Princeton Univ. Press. 1952. Pp. xiv, 776; 
xiv, 575. Vols. 1 and 2, $17.50; separately, $10.) 

In this age of suspicion and conformity many people loathe the thought that 
the United States had its origin in a revolution, and that it has later experi- 
enced or, at least, considered socio-economic arrangements other than those 
that are today classified as capitalism. The elusive concept of socialism, in 
particular, has come to be associated with a confusing variety of ideas and 
policies ranging all the way from the Soviet system to public housing. 

The present work attempts to clarify the historical role of socialism in 
American life through a comprehensive study which originated in the interde- 
partmental Program in American Civilization at Princeton. For obvious 
reasons this study includes a great deal of discussion of European socialism. 
The first volume offers a collection of essays on the various types and phases 
of socialism, while the second volume presents a descriptive and critical bibli- 
ography. 

This review will concentrate on the first volume, and it needs to be said 
right away that the traditional reservations toward symposia apply to this 
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work no less than to many others. Not only do the contributions vary in length 
from article size to book size; there is overlapping and repetition despite 
some skillful editing, and there are striking differences in the approach and 
atmosphere of the various sections. Some are written by academic scholars 
in a detached way; others come either from socialists or from disillusioned 
exsocialists, and in both cases the presentation, despite valiant efforts at 
objectivity, is colored by personal experiences and philosophies. 

Having said this, one hastens to add that some of the essays are of high 
caliber and that the work as a whole constitutes an important contribution to 
the subject. The introduction, by the two editors, tries to cut a trail through 
the semantic maze of terminology. In this attempt, however, the editors choose 
to include communism in the term socialism, and they are followed in this 
procedure by other contributors to the volume. This choice bedevils the dis- 
cussion of the subject throughout the book. A strong case can, of course, be 
made for such terminology as long as it deals with purely historical materials 
referring to the pre-1917 period. But to associate semantically all the “left- 
wing” movements including, say, Fabian socialism with communism in our 
own period makes no more sense than would an association of nineteenth- 
century conservatism with twentieth-century fascism. The use by the authors 
of qualifying terms such as evolutionary and revolutionary socialism reduces 
somewhat the harm done to the subsequent analysis without undoing the 
confusion completely. Worse than that, this approach makes it impossible to 
grasp the phenomenon of totalitarianism, and the close psychological relation 
of its communist and fascist varieties. On the other hand, the distinction made 
by the authors between general collectivist types of socialism and those that 
seek reform through small experimental communities is very useful. So are 
the distinctions made according to the type of social organization proposed, 
the location of the various reform goals in history, and the particular institu- 
tions favored. 

The first two chapters, by E. Harris Harbison and Harry W. Laidler, deal 
with the history of socialism in Europe before and after 1848. It is interesting 
to note Harbison’s opinion that “early modern socialism . . . was essentially 
a conservative critique of a new and strange individualism felt to be excessive” 
(p. 34) and Laidler’s rather optimistic evaluation of recent successes of the 
socialist movements (p. 55). The following two chapters, by Albert T. Mol- 
legen and Stow Persons, discuss the religious basis of Western socialism, and 
the Christian communitarianism in early America. Mollegen’s main theme is 
that “the religious basis of American socialism is the religious basis of Western 
civilization” (p. 99), while Persons feels that “the communitarian Christians 
inevitably failed as socialists because their socialism was subordinate to their 
religion” (p. 151). The fifth chapter, by T. D. S. Bassett, is concerned with 
the secular utopian socialists such as Owen (whom he treats rather roughly), 
Fourier, Cabet, Weitling, and their American followers. 

There follow four chapters, over 300 pages, in which various aspects of 
Marxist influence in the United States are closely examined. Almost two-thirds 
of this total is taken up by Daniel Bell’s presentation of “The Background and 
Development of Marxian Socialism in the United States,” written with the 
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pen of a well-informed and brilliant if sarcastic and rambling journalist, whose 
superior attitude tends to mar his analytic processes. For example, he at- 
tributes the political impotence of American socialism to the fact that “in 
its inner life, the Socialist Party has never, even for a single year [original 
italics], been without some issue which threatened to split the party and which 
forced it to spend much of its time on the problem of reconciliation or rupture” 
(pp. 221f). True enough, but could this not be said with equal justification of 
the Republicans and Democrats? Despite such self-imposed limitations Bell’s 
essay is rich in keen observations, and it endeavors to put the historical changes 
in American socialism into the setting of the constantly changing American 
society. Bell concludes that “in the form of a set of ideas, socialism has, as a 
pale tint, suffused into the texture of American life and subtly changed its 
shadings” (p. 403), even though “by 1950 American socialism as a political 
and social fact had become simply a notation in the archives of history” 
(p. 405). 

The next essay, prepared by the late David F. Bowers, on “American 
Socialism and the Socialist Philosophy of History,” is a very fine piece of 
work, focused on the interaction of the socialist and American democratic 
theories of history. Sidney Hook supplements this study with an article on 
“The Philosophical Basis of Marxian Socialism in the United States,” in which 
he concludes that in the United States “at every point socialism encountered 
the obstacle of a prior faith which was so much like it in aspiration, promise, 
even in phrasing, that to substitute the first for the second seemed to be 
pointless” (p. 451). Neither Bowers nor Hook mentions the attempts made 
by Max Adler and others to combine Marxian thought with Kantian phi- 
losophy. 

Paul M. Sweezy’s contribution on “The Influence of Marxian Economics 
on American Thought and Practice” is the one that, by virtue of its subject, 
concerns the economist most directly. Unfortunately it is written in an old- 
fashioned quasi-Marxian lingo which reads like a product of the ’twenties. 
Sweezy still considers the Soviet Union as the outstanding example of a 
socialist economy (p. 455), Veblen as a near-Marxian (p. 475), and the T.V.A. 
as something rather similar to the Soviet economy (p. 482). His strong feelings 
in favor of what was once considered the left wing of the socialist movement 
are not always conducive to an objective presentation of the issues. For 
example, “It goes without saying that the Communist Party, like all the 
parties which belonged to the former Third International, is a Marxist party. 
Moreover, the very fact that its spokesmen commonly use the term Marxism- 
Leninism indicates that the Communist Party adheres to the doctrines of 
Kar! Marx as interpreted and extended by Lenin” (p. 466). After the Soviet 
purges of the ’thirties, and all the other happenings during the last twenty-five 
years, it takes a remarkable amount either of naiveté or rigidity for anyone 
to write in this language. Are the principles of social relativism and dynamic 
change deemed inapplicable to Marxism itself? 

The following essay by Will Herberg on “American Marxist Political 
Theory” deals with the drive for power, which he believes inherent in the 
nature of man; with the applications of this drive to socialist theory and 
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practice; and with “the moral peril involved in trying to escape the relativities 
of history within history [original italics] by absolutizing the relative” (p. 
510). The two chapters that follow are concerned with the sociological and 
psychological problems of American socialism. Wilbert E. Moore (‘‘Socio- 
logical Aspects of American Socialist Theory and Practice”) discusses mainly 
the socialist theories of social structure and dynamics, and the organizational 
theories of socialist groups. George W. Hartmann (“The Psychology of 
American Socialism”) emphasizes that he writes as a socialist, that is, a par- 
ticipant observer. Actually he often argues or preaches unwittingly where the 
reader expects description and analysis; and he tends to offer, in psychological 
lingo, his own idealized images of socialist attitudes. Even so, this essay has 
merit in applying psychological concepts (such as emotional need, frustration, 
security, motivation, and value) to the study of socialism, a study which has 
so often been confined to the purely institutional aspects of the problem. Hart- 
mann believes that “socialism is distinctive in that its psychological essence 
lies in its espousal of an all-embracing plan of organization for meeting the 
basic needs of the persons included within its scope” (p. 564) and that 
“socialism is ultimately as much a program for personality modification .. . as 
it is a proposal for economic transformation” (p. 570). His analysis of the 
typical personality traits of the socialist clientele, however, is rather dubious. 

The volume ends with two chapters on “American Writers on the Left,” by 
Willard Thorp—not to be confounded with the economist—and “Socialism 
and American Art,” by Donald Drew Egbert. “Left” is not a very descriptive 
term, especially if it tends to associate all types of socialism or radicalism 
with some variety or shade of communism. Part of Egbert’s essay similarly 
consists of a list of “left” or “radical” artists and publications who often are 
only vaguely (or not at all) connected with socialism. 

The second volume of this work contains a selective but very extensive and 
scholarly bibliography of socialism, with emphasis on America but with an 
enormous amount of European materials as well. The sections of the bibli- 
ography follow roughly the layout of the first volume, though some details 
of the organization differ. Each section is presented in the form of an essay. 
Complete agreement on the selection and omission of works obviously cannot 
be expected, but one wonders why the important contributions of Karl Renner 
in Austria, Valentin Giterman in Switzerland, and Selig Perlman in the United 
States remain unmentioned while many figures of far lesser importance are 
listed. The editorial remarks on Henri de Man (pp. 220 and 345) are strangely 
fragmentary. 

Differences of opinion on the treatment of such controversial problems as 
socialism are inevitable, but greater conceptual clarity and consistency might 
have been possible in an enterprise as ambitious as this one. Some readers may 
feel, more generally, that with the time and effort invested more convincing 
results might have been achieved. However, the editors and authors deserve 
credit for their comprehensive attempt to illuminate an important and often 
neglected factor in the formation of contemporary America. 

ALBERT LAUTERBACH 

Sarah Lawrence College 
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Tratado de Cooperativismo Mexicano. By RosENDO Rojas Cort. (Mexico: 
Fondo de Cultura Economica. 1953. Pp. 789.) 

Revolutionary Mexico has done much experimenting in its economic and 
political institutions. Not the least interesting of these experiments has been 
its experience with the cooperative movement. 

Sr. Rojas Coria presents in this volume what will certainly be for many 
decades the definitive study of the Mexican cooperative movement. The first 
part of his book is historical, recounting the early vicissitudes and later 
triumphs of cooperative ideas and organizations. The author has done a tre- 
mendous amount of research on these early stages and has uncovered much 
that had been forgotten. He shows that in the late 1860’s and 1870’s when 
Mexico had a breathing space between the turbulent days of the Reform 
and Second Empire, and the Porfirian dictatorship, social and economic move- 
ments thrived. Not only was there a budding cooperative movement, but a 
strong and extensive mutualistic labor movement. In this historical part of 
the work, Rojas Coria brings the Mexican cooperative movement down to the 
end of the Cardenas regime in 1950. By that time the basic structure of the 
present-day cooperative movement was established. 

The second part of the volume is descriptive, discussing at considerable 
length the Mexican cooperative movement as it exists today. Though Rojas 
Coria here frequently complains about the unwillingness of government fact- 
gatherers and the cooperatives themselves to give him adequate information, 
he has done a truly remarkable job of bringing together a complete picture 
of cooperation in Mexico in the early 1950’s. Much of what he describes he 
has seen at first hand as a student of the problem and as an official of the 
National Cooperative Confederation. 

The third part of this work consists of a discussion of “cooperative doctrine.” 
This is the only part of the book which does not offer anything very new, 
though it is an interesting summation of the ideas of advocates of cooperatives 
in various parts of the world. 

Several impressions strike a Yanqui reviewer of Rojas Coria’s book. First 
is the importance of producers’ cooperatives in Mexico. The author devotes 
much the greater part of his attention to them. Their success apparently has 
fallen far short of their numbers. 

The second observation is the great importance the government plays in 
the life of the cooperatives. In this, the Mexican cooperatives are indeed very 
Mexican. Over the years there has evolved a cooperative code on a par with the 
civil, commercial and labor codes. The government has frequently subsidized 
cooperatives; it has sometimes seriously handicapped them by legislative 
strait jackets of one kind or another. As Rojas Coria says several times, since 
Cardenas the cooperative movement has become in all respects too dependent 
on the government. 

The third rather curious fact which struck this reviewer was that Rojas 
Coria apparently does not regard the famous Mexican ejido, the semicoopera- 
tive village landholding that has developed under the country’s agrarian 
reform, as a cooperative organization in any way. Although he discusses cer- 
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tain kinds of agricultural cooperatives, he does not include the ejido itself in 
this category. 

For those who want interesting sidelights on the Mexican economy, and 
particularly on how it has developed since the Revolution, this book should 
be valuable. As a reference book for those interested in the cooperative move- 
ment, it should be invaluable. It is not recommended for light reading. 

RosBert J. ALEXANDER 

Rutgers University 


Business Fluctuations; Prices 
The Mechanism of Economic Systems. By ARrNoLtp Tustin. (Cambridge: 
Harvard University Press. 1953. Pp. xi, 161. $5.00.) 

For some years students of business cycles have been showing increasing 
interest in the fact that the models of economic relationships with which they 
deal are formally akin to engineering systems that incorporate “feed-back.” 
Contributions of Richard Goodwin (Econometrica, January 1951) among 
economists and Norbert Wiener (Cybernetics) among engineers are obvious 
instances of this line of thought. The analogy between economic and engineer- 
ing systems is important for two reasons: first, it points the way to construct- 
ing physical models of business cycles (cf. Morehouse, Strotz, and Horwitz, 
Econometrica, October 1950); second, it places at the disposal of business 
cycle theorists the powerful methods of analysis developed by engineers. These 
methods make it possible to investigate cyclical relationships far more complex 
(and therefore more realistic?) than those which can be handled by the familiar 
methods based on difference equations. 

In these circumstances it is not surprising that Arnold Tustin, professor of 
electrical engineering at Birmingham University, should attempt to make his 
tools available to economists. The core of Tustin’s book is an exposition of the 
block diagrams, phase diagrams, Laplace transforms, and related concepts 
that are useful in studying complicated systems whether physical, electrical, 
or economic. There is no pretence of rigor or completeness, for the book is 
addressed to economists with only elementary mathematical training. In addi- 
tion to this introduction to engineering methods the book includes two chapters 
which present a number of business cycle models, mostly familiar, of varying 
degrees of complexity and a chapter which describes a number of mechanical 
and electrical devices which can be used in constructing an operable business 
cycle model. There is considerable emphasis on the importance and treatment 
of nonlinear models. 

The central question to be asked of such a book is: Is this the best place for 
an economist to look if he wishes to be introduced to engineering methods of 
control-system analysis? In the opinion of this reader, Tustin’s book falls 
short of that standard. Tustin has tried too hard to make his explanation pain- 
less, with the result that the reader comes away with an uneasy and insecure 
feeling that he does not quite understand why things work out the way the 
book says they do. Almost any undergraduate textbook on the operational 
calculus will be harder work to read, but will be more rewarding and more 
lucid to an economist who remembers some of his first course in the calculus. 

ROBERT DORFMAN 

University of California, Berkeley 
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Business Finance; Investments and Security Markets; Insurance 


Fundamentals of Corporation Finance. By JosepH F. BrapLrey. (New York: 
Rinehart & Co. 1953. Pp. xix, 583. $6.00.) 

Textbooks for courses in business or corporation finance are back in supply. 
Since the war there have been revisions of Owens (1946), Hoagland (1947), 
Burtchett (1948, with Hicks), Husband and Dockeray (1948, 1952), Guth- 
mann and Dougall (1948), Kimball (1949), Gerstenberg (1951, post- 
humously), and Dewing (1953). There have been first editions of Cherrington 
(1948), Dauten (1948), Eiteman (1948), Jome (1948), Bosland (1949), 
and now Bradley (1953) and Howard and Upton (1953). A formidable con- 
frontation! 

Why a teacher adopts a particular text (unless he has written his own) will 
never be fully known. Each author sets it down in his preface that other texts 
are too hard or too easy, or too long or too short, or assume that students 
know more than they do, or that the world has changed and it is time to revise. 
But it is improbable that a preface ever sold a textbook. Equally improbable 
is any correlation between the character of a book and the avowed objectives 
of collegiate education for business. Perhaps, after our business advisers and 
deans are more nearly agreed on objectives, we will get around to considering 
the means. One of these means, if we can outpace the audio-visual-aiders, will 
be something for students to read. 

Texts now available fall into two classes: one stresses the why; the other is 
content with the what. One consists of geneticists; the other of anatomists. 
One, for example, sees “changes in the financial aspects of corporations” as 
“only one facet” of “distortions in the economic background of society”? and 
seeks to make even student readers aware of this relationship. The other re- 
gards finance as “‘one of the major administrative functions in business’’* and 
“stresses the viewpoint of management.”’* The latter pleases students who can 
hardly wait for commencement; the former pleases them less during college 
but may help them later to understand Gilbert W. Chapman’s observation 
that “whether or not specialization will incapacitate the United States for 
world leadership is no longer a debatable question . . . fragmented education is 
not sufficient preparation for a full life. . . .”* Evidence that the latter pleases 
some teachers may be found in the reviews: “ . .. finance textbooks need a 
new format .. . yet to be worked out, but in general should take the managerial 
point of view.”® 

Professor Bradley’s book does have a new format. As he says in his preface 
“each chapter begins and ends with a summary” (first he tells them what he 
will tell them, then he tells them, and finally he tells them what he has told 


* Dewing, 5th ed., p. iii. Other random examples: “Corporate financial policy has an im- 
pact upon the investor, the securities trader, the consumer, the worker, the regulatory 
agency, the tax collector, and the general public” (Jome, p.v.). “On the other hand” 
[against the fact that “success is frequently measured by size”], “size has brought about 
challenging questions of social policy” (Bosland, p. 312, followed by two chapters on 
corporate growth and combination and corporate concentration). 

* Howard and Upton, p. vii. 

* Bradley, p. vii. 

* Saturday Review, Nov. 21, 1953, p. 46. 
° Journal of Finance, Mar. 1952, p. 94. 
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them). Students can even discard their high school study-device of underlining. 
“Each chapter is also broken down into numerous subdivisions.” . . . “The 
text is somewhat shorter . . . because . . . most books on corporation finance 
try to cover too much. . . .” The impact on Bradley’s format is exemplified by 
Chapter 2, “Unincorporated Forms of Organization,” which begins on page 17 
and ends on page 31. The chapter title, set in 24-point type, takes half a page; 
the 14-point subtitles, beginning and closing summaries, Review Questions and 
Suggested Reading List combine to net the student less than 10 pages of textual 
reading. The business trust and joint stock company are omitted from this 
chapter, but receive a one-page treatment at the end of a single chapter 
otherwise devoted to the corporation which, minus a single-column list of the 
names of the officers of the American Tobacco Company, nets the student 
17 pages of reading matter. Further relief from reading is provided by the 30 
pages of business forms and financial reports and 27 pages of tables from 
Moody’s, Federal Trade Commission, and Securities and Exchange Commission 
reports. 

Corporate capital structures, for regulated as well as unregulated industries, 
are treated in one chapter (pp. 251-75); the same chapter treats “the matter 
of a fair rate of return” for public utilities and railroads in less than two pages 
each. A chapter on employee stock-purchase plans reprints the letter of a 
president selling the plan to employees and the full text of the plan, consuming 
12 of the 18 pages. The shortest chapter (7 pages) is entitled “Changes 
Affecting the Capital Accounts” and discusses stock splits, decreasing deprecia- 
tion by asset devaluation, and capital stock cancellation; the effect of rising 
prices on depreciation policy receives a short paragraph 100 pages earlier. 
Suggested reading lists for each chapter contain fewer general texts than 
journal and magazine articles—Fortune, Collier’s, etc. Standard authorities 
are pretty well shunned. Dewing is mentioned once, and then for his Corpora- 
tion Securities published in 1934. The longest list of general texts is at the end 
of the chapter on unincorporated forms. 

Since no reviewer enjoys being wholly critical of a first edition let it be 
noted that Bradley writes clearly and evidences a good grasp of his subject. 
Some of his review questions are in problem form and very well thought out. 
Since he will meanwhile have taught from the first, his revised edition will quite 
probably be expanded and reorganized and much of the padding eliminated. 

W. BAYARD TAYLOR 

Claremont Men’s College 


Public Finance 


Grundsdtze der Finanzwissenschaft. Teil II. By ALFrED AMONN. (Berne: A. 
Francke. 1953. Pp. 231. Sw. fr. 16.—; paper, Sw. fr. 13.—.) 

Professor Amonn now presents the second, special part of his “Principles 
of Public Finance,” following the first, general part that was published in 
1947. This second volume deals with particular subjects, such as specific taxes, 
debt, and fiscal interrelationships between different governmental levels 
(Finanzausgleich). It derives directly from the earlier book and carries the 
imprint of a common ancestry: the roots that are embedded deeply in the soil 
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of “classical” public finance; the terminology and nomenclature that go with 
it; the wealth of fundamental knowledge; the methodical arrangement of 
presentation and analysis; and, finally, the common denominator of a 
strongly theoretical if not abstract approach. This natural coherence gives 
the two-part work a monumental appearance. But it also suggests a degree 
of finality which does not seem warranted for so dynamic a subject. 

Being confined to the second part of Amonn’s “Principles” and to the 
narrow space of a review, we will have to resist the temptation to approach the 
subject from the angle of a comparative analysis. This would be the kind of 
study the book calls for. There are such fundamental differences in the general 
as well as in the specific approaches to public finance here and in Europe that 
American scholars may find some of this study hard to follow and still harder 
to accept. That goes, for example, for the concept of “pure” public finance 
which excludes economic and policy forces. In the analysis of other subjects, 
such as the inquiry into tax-shifting processes, the American economist will 
find himself on more familiar ground. 

The major part of this second volume is devoted to the study of various, 
widely used taxes. This includes taxes on real estate, on general property, on 
inheritance and gifts, on “yields” (Ertrdége) of capital and work, on income, 
on consumption (excises), on transfers of property, on transportation, on 
business (franchises), and on business turnover (sales taxes). In each case 
the inquiry is modeled on the same pattern: description of the tax, analysis of 
the shifting problem, critical evaluation of its financial appropriateness, and a 
historical survey of the development of the tax. One aspect is intentionally 
omitted and to that we cannot easily subscribe: the close connection with 
economic forces and policies. 

The study contains, however, many ideas and specific items that arrest 
attention. We select, arbitrarily and without any implication that they are 
basically more important than others, some that haunt our own tax discussions. 
There is, for example, Amonn’s presentation of taxes on yield of capital and 
work (Kapitalertrag und Arbeitsertrag) and of taxes on income. One levy 
reaches the “object” and the other the “subject” of taxation, and both may 
cover the same proceeds. Is this then to be considered double taxation? We 
may raise the question although the author does not mention it. Yet, on the 
basis of his analysis, the answer would be clearly: no. Viewed from this angle, 
our rather confused issue of double taxation of corporate income when accruing, 
first to the corporation and then to the dividend-receiving individual, becomes 
a less convincing tax concept. 

There is, furthermore, Amonn’s discussion of the income tax, universally 
based on the “capacity to pay,” but with a wide variety of concepts as to what 
constitutes income and is taxable. The author omits in this context capital 
gains, and logically so. In most countries they do not come under the income- 
tax heading; they are more likely to be subject to “accrual taxes” (Zuwachs- 
steuern), i.e., gains accruing to real property or other capital values. There is 
a lot to be said in favor of such a tax approach. 

Finally, when the author arrives at the business turnover taxes (Umisatz- 
steuern)—what we term sales taxes—he calls them ultima ratio in public 
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finance, justifiable only as a last resort as they will never fit into the generally 
accepted principle of taxing according to ability to pay. We may add: unless 
special economic policy considerations motivate their use, such as overwhelm- 
ing inflationary pressure, general sales taxes do not belong to a civilized 
national tax structure. 

Public credit undergoes a rather brief analysis. Again the brevity of the 
treatment seems due to some extent to the intentional omission of the policy 
aspect. As a result, interest rates, for example, one of the crucial problems 
of debt administration, get short shrift and the entire subject of debt manage- 
ment with all its implications is thrown out of perspective. The inescapable 
conclusion is that the purely financial approach is carried too far. With regard 
to the various items of debt analysis, we again shall pick some of them at ran- 
dom. The author stresses many of the characteristics that distinguish public 
from private debts such as the political position of the contracting party, the 
weakened protection of the creditors, or the close connection with the currency. 
This last factor, we must admit, exists also in relation to private debts, even 
if private debtors lack the power to manipulate currency values. “Uninten- 
tional” currency devaluations in the course of inflationary price developments 
hit, after all, both private and public debt with the same intensity. Also, the 
author’s analysis of “productive” and “unproductive” expenditures as a basis 
for the decision whether to finance by the use of public credit, would make it 
necessary to take into consideration whether the financing is performed at the 
national or at the subdivisional (municipal) level. A discussion of public credit 
of the various governmental bodies, however, is missing. So also is an inquiry 
into several types of public debt: intermediate forms that complete the picture 
of short-term and long-term credits, and the widely used nonmarketable 
government securities. We also look in vain for the study of a continuously 
changing debt structure involving refunding measures and their monetary and 
other economic implications. But that again would lead us astray from the 
“pure” financial sphere. 

The last part of the book deals with fiscal interrelationships between dif- 
ferent governmental levels (Finanzausgleich). A great number of basic ques- 
tions turn up such as governmental responsibilities necessitating expenditure 
and the problem of obtaining sufficient revenue to meet them, the more or less 
centralized relationship between national governments and their subdivisions, 
and the issue of levying taxes at one level and having others share the proceeds. 
Finally, the question of “equalizing financial burdens” between governmental 
units (Lastenausgleich) is stated. All this and the entire problem of fiscal 
interrelationships may come up for theoretical and practical re-examination 
within the next few years in connection with a new Finanzausgleich in Ger- 
many. This will be an interesting opportunity. Since the days of the monu- 
mental Canadian Report’ fourteen years ago neither analytical nor empirical 
studies seem to have progressed. 

HEDWIG REINHARDT 

The City College of New York 


* Report of the Royal Commission on Dominion-Provincisl Relations, 3 vols. (Ottawa, 
1940). 
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International Economics 


Speculative and Flight Movements of Capital in Postwar International Fi- 
nance. By ArtHuR I. BLoomFIELp. (Princeton: Princeton University 
Press. 1954. Pp. 88. $1.00.) 

By the end of the second world war there was general agreement among 
economists and bureaucrats that movements of speculative and flight capital 
must be regulated by direct controls in the future. Article VI of the Fund 
Agreement fully reflected this sentiment. Since then restrictions on capital 
movements have in fact been enforced with notable rigor by most nations. 
Surprisingly, however, large-scale flows of “hot money” have continued to 
add to the more fundamental imbalance of the postwar international economy. 
Bloomfield has set himself the task of gathering the available information 
regarding the “causes, mechanics, control, and effects” of this hot money and 
of examining measures to alleviate its magnitude and impact in the future. 

The author uses the same definitions and measurements he followed in an 
earlier study.’ Hot money embraces: (1) transfers of private capital motivated 
by expected exchange-rate movements (speculative capital), and (2) transfers 
motivated by the desire to escape losses due to war, domestic inflation, ex- 
change controls, etc. (flight capital). Unfortunately, a precise quantitative 
measure of such transfers is impossible; inadequate data, the enigma of moti- 
vations, and the illicit, clandestine nature of much hot money constitute 
insuperable obstacles. 

After dealing with controls and motivations, Bloomfield takes up the 
mechanics of hot money transfers. The most important has been via leads 
and lags in commercial payments stimulated by anticipated exchange-rate 
adjustments. The British case in 1949 comes immediately to mind. Several 
other techniques such as over- and underinvoicing are also explored. A de- 
scription of the pattern of hot-money flows since the war leads into a brief 
analysis of their disequilibrating effects. 

The overwhelming fact that emerges from this succinct study is the abysmal 
failure of exchange controls to prevent the outflow of speculative and flight 
capital. The economic man has everywhere triumphed over the bureaucrat. 
Eschewing totalitarian measures, Bloomfield concludes that the only sound 
approach is to attack the factors underlying motivation. A start can be made 
by proper monetary and fiscal policies leading towards the solution of the 
payments imbalance. 

The reviewer considers this study “must reading,” particularly for those 
economists who still trust in the efficacy of exchange controls per se. It will 
probably annoy them but, as they say in Washington, the facts speak for 
themselves. 

FRANKLIN R, Root 

University of Maryland 


? Capital Imports and the American Balance of Payments, 1934-39 (Chicago, 1950) 
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National Incomes and International Trade. By HaNs NEISSER and FRANCO 
Mopicuiani. (Urbana: University of Illinois Press. 1953. Pp. xviii, 396. 
$7.50.) 


This is an important book. The idea is simply stated: set up a complete 
world trade “system,” based on interwar statistics, relating each country’s 
imports to its national income (and each country’s exports to the incomes 
of other countries), and couple the results with national income multipliers 
for all the countries concerned. The resulting model would permit calculation 
of the repercussions on each country’s trade and income of changes in the 
income determinants of any country. It would be a neat catalog of relation- 
ships for partial analysis and intercountry comparison, and a capstone to 
existing single-country models. 

Clearly the data problems are enormous. No less so are the theoretical and 
methodological problems. Income alone is inadequate; relative prices matter. 
Tariffs and exchange restrictions must be accommodated; so must noncyclical 
variations in food production, and changes in stock levels. What income concept 
should be used, or should it be industrial production instead? How are 
“structural” changes to be allowed for? Add to these the problems of obtaining 
reliable data for the main countries of the world, and only the naive or the 
courageous would venture the task. 

What is most remarkable about the huge piece of research summarized 
in this book is that it got completed at all. Nor is it a half-done job tied 
together with arbitrary gap-leaping assumptions; each part has been painstak- 
ingly explored. 

Briefly, the project divides the world into six units: United States, United 
Kingdom, France, Germany, seven industrial countries grouped together, and 
the “primaries” countries as a group—the Soviet Union being omitted. 
Imports (deflated) are divided into manufactures, food, and raw materials. 
They are related to national income or industrial production, and, where a 
significant relationship was found, to a ratio of price series, to food production, 
or to a time trend (and, experimentally, to several other potential determi- 
nants). Their marginal distribution by source is estimated, so that each unit’s 
exports are accounted for by the import equations of others. Annual data from 
about 1924 to 1937 are used in most cases, often split into two segments with 
separate relationships. Multipliers (for the United States, United Kingdom, 
Germany, and the seven industrial countries) are introduced, and a variety of 
incremental trade and income repercussions are tabulated. The model is 
applied to a discussion of interwar trade, and a tentative comparison with 
some postwar data is shown. 

Sources are given very completely; actual series are usually presented only 
where relevant to the discussion. Decisions on structure of equations or selec- 
tion of data are discussed in detail, often with alternative results shown. 
Correlation coefficients and standard errors are given. The only estimates that 
receive short shrift are the individual country multipliers, which receive five 
paragraphs altogether aside from a discussion of the effect of exports on 
income in primaries countries. All equations are linear; deviations of the 
“dependent” variable are minimized in each equation separately. 
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Readers will disagree with the authors at many points but will surely 
agree that on the whole the estimates are as good as could be obtained. How 
good is that? And can the results be projected outside the interwar period? 

The repercussion coefficients, based on multipliers, can hardly be projected 
and are certainly only illustrative for the interwar period. The reviewer wishes 
that alternative values for multipliers had been inserted and the results tabu- 
lated for comparison; this would at the same time have helped test the com- 
pounding of errors. 

The import (export) functions—the main subject of the research— 
can be viewed either as numerical results for comparison and prediction or as 
evidence for a theory of what determines trade. The numerical results cannot 
easily be lifted from the book, since the definitions of variables (and often 
their conversion to a comparable basis) can only be found by careful perusal. 
This fact will guard against overly eager use of them. The tabular results are 
consequently most useful for intercountry comparison, and for this are ex- 
tremely interesting. 

As to the theory—one that emphasizes the “technological” basis of imports 
relative to the influence of price—the reviewer frequently found the theoretical 
exposition unpersuasive but the evidence impressive. The reader must study 
the evidence without props—there is not a visual illustration in the book— 
and usually with computed statistics rather than original series. In spite of the 
authors’ generous presentation of computed statistics, the reader cannot 
repeat the authors’ judgment in selecting a variable or splitting a series in half. 
And the correlation coefficients—corrected for degrees of freedom but not 
for the exercise of such judgment—are worth less than face value. Nevertheless 
the case is strong, particularly if read as a case for the role of income and not 
as a case against the potential importance of price. 

The book is hard to read. (It cannot lightly be assigned to students.) Neither 
the index nor the table of contents is a good guide to text or tables. The results 
are somewhat scattered; and many key numbers and symbols are buried in the 
text and hard to find again. The book must be studied rather than “sampled.” 

The authors are to be congratulated on completing an immense, and 
immensely interesting, piece of research. 

Tuomas SCHELLING 


Yale University 


World Trade Policies—the Changing Panorama 1920-1953. By HENRY CHAL- 
MERS. (Berkeley and Los Angeles: University of California Press. 1953. . 
Pp. xxxvii, 546. $7.50.) 

As indicated in a subtitle, this book consists of a collection of annual surveys 
of the trade policies of foreign countries which had been published continuously 
over more than thirty years, first in Current History, later in the American 
Yearbook and in the several publications of the U. S. Department of Com- 
merce. Their author is the long-time chief of the Division on Foreign Tariffs 
and adviser on commercial policy in that Department. 

These surveys review and appraise the measures which nations the world 
over, but particularly those of Europe, adopted year after year for the man- 
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agement of their foreign trade to their best advantage as they saw it, through 
multilateral tariff or bilateral trade and barter agreements, through import 
quotas and export licenses, and through payment regulations; their motives 
varying widely with circumstances: to provide revenue, to protect domestic 
industries and labor markets, to stockpile raw materials and to build up 
national self-sufficiency for the case of war, to improve adverse trade balances 
and to household scarce currency. Included are also reports on the many 
international trade conferences which were held in these troubled times. 

As to sources, there are no references nor bibliography, because all material 
was first-hand information in the form of the current consular and other 
Foreign Service reports. This alone would give great value to these surveys, 
based as they are on such a wealth of authentic, otherwise largely unavailable 
sources. Their even greater merit, however, lies in the manner in which the 
author used this doubtlessly formidable mass of raw information to create 
a vivid, intensely interesting picture of national trade policies in their relation 
to world history at large. 

Set against the background of the turbulent events of this epoch—slow 
recovery after the first world war, the great depression, the coming of Fascism, 
the second world war, and the still continuing reconstruction of the shattered 
world economy in the shadow of the cold war—these surveys trace all signifi- 
cant developments without cumbersome technicalities, assess motives objec- 
tively and free from national bias and animosities, while yet not refraining 
from implied valuations. For while fully appreciating the need of nations to 
employ what trade policies seem useful to solve their pressing commercial and 
financial problems, the author holds to his own convictions regarding foreign- 
trade principles: that national barriers to free trade are at best necessary 
evils; that among them reasonable tariffs applied under the most-favored- 
nation principle are the least harmful, while bilateralism, especially in its 
extreme form of bilateral trade balancing is essentially unwholesome. 

Read in continuity these sober reports produce, perhaps unintentionally, a 
poignant impression of the tragedy of humanity’s existence in the form of 
independent, yet tightly interdependent nations, an impression heightened by 
the historical time-perspective with which these contemporary reports can now 
be viewed. Anonymous governments of nations—no individuals are ever men- 
tioned—are seen reacting with seemingly little choice against the force majeure 
of the larger political and economic world events, each anxiously seeking to 
protect the interests of its own people through measures contributing to the 
difficulties of other nations and hence ultimately to their own; each in principle 
eager to cooperate with others in the “best laid plans of men and mice” 
designed by experts at international trade conferences, yet easily forced to 
disregard them in practice under the urgency of self-interest. Only a nation 
of greatly superior economic strength can afford to undertake improvement 
of world commerce through measures immediately profitable to the world at 
large rather than to itself, as did the United States under the Marshall and 
other plans. But even in such cases measures seem bound to consist in “aid” 
rather than in the liberalizing of trade at the expense of domestic interests. 

By having republished these extraordinary studies in book form the Univer- 
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sity of California Press has rendered a real service. They will provide invalua- 
ble reading for courses in foreign trade; they will be most helpful to the re- 
searcher seeking orientation in a vast field; and they ought to be a source of 
real enlightenment to anyone concerned with the trade policies of the nation— 
of whom there are many, to judge from the wide interest in the Randall Re- 
port. For to follow the actual trade policies of the world’s nations through 
the years ought to raise searching questions regarding the problem of national 
self-interest versus the common interest in the minds of both the disinterested 
idealist and the interested realist. 
JouN V. SPIELMANS 
Marquette University 


Commodity Trade and Economic Development. Submitted by a Committee 
appointed by the Secretary-General. United Nations Department of 
Economic Affairs. (New York: Columbia University Press. 1953. Pp. 102. 
75¢.) 

This report is the latest of a series of staff studies and expert reports pub- 
lished by the United Nations as a result of its interest in international com- 
modity arrangements as possible means of promoting a larger measure of 
international economic stability consistent with economic development. It was 
prepared by a group of five experts under the chairmanship of Professor 
Goudriaan pursuant to a resolution of the U.N. General Assembly calling upon 
member states to “cooperate in establishing multilateral as well as bilateral 
international agreements or arrangements relating to individual primary 
commodities as well as to groups of primary commodities and manufactured 
goods, for the purpose of ensuring the stability of the price of the said 
commodities in keeping with an adequate, just and equitable relationship 
between these prices and those of capital goods and other manufactured arti- 
cles” and of “safeguarding the continuity of the economic and social progress 
of all countries, those producing as well as those consuming raw materials.” 

At the outset of their report the experts seek to simplify the above terms 
of reference by defining stability as “freedom from violent short-run fluctua- 
tions,” and by agreeing, furthermore, that there is no objective criterion for 
determining exactly what constitutes an “adequate, just and equitable relation- 
ship” between different groups of prices. Governments might, indeed, agree 
on an operational definition as to what “fair” or “reasonable” prices should be, 
but any such consensus should be found by governments in the process of 
bargaining and is not a matter of expertise. Regardless of what governments 
might decide in the course of bargaining with each other, the experts believe 
that in general prices should in the long run be left free to perform their func- 
tion in allocating productive resources and that any possible condition of 
“unfairness” should be corrected by direct income transfers rather than by 
manipulating prices. 

The emphasis upon intergovernmental bargaining as the real determinant of 
what constitutes a just and reasonable price in international trade becomes 
especially pointed—if not poignant—in view of the repeated insistence later 
on in the report that the bargaining power of the so-called underdeveloped 
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countries tends to be inferior to that of the industrial countries. About the 
only conclusion left for the reader to draw from the juxtaposition of these 
opinions of the committee is that “adequate, just and equitable” prices are 
prices arrived at in the course of bargaining between governments with very 
unequal bargaining power! Perhaps this is the experts’ diplomatic way of 
telling their masters in the U.N. General Assembly to desist from further 
efforts to make rhetorical distinctions between “just, adequate and equitable 
prices” and the prices resulting from the impersonal market process. 

What distinguishes the present expert report from its 1951 predecessor on 
Measures for International Economic Stability is the thoroughness with which 
available alteratives to the free-market process are canvassed and put in 
historical perspective, and, secondly, the more discerning and critical spirit 
in which these alternatives are appraised. The earlier report seemed at times 
to make intergovernmental commodity cooperation almost an end in itself, 
regardless of the substantive content of the agreements. The present report, on 
the other hand, does an excellent job of underlining the limitations of various 
types of commodity arrangements, though, curiously enough, it too manages to 
do so without relinquishing its faith in intergovernmental commodity coopera- 
tion of some sort. What emerges strongly from a reading of the present report 
is that international economic stabilization is an illusory objective unless and 
until governments are willing to go much further than they appear to have 
been willing to do up to the present time. 

The basic proposition of the report is that both producing and consuming 
areas would be better off—in terms of real income and balanced growth—“if 
the gross instability in primary commodity markets were moderated.” The 
facts of price instability in the years from 1929 to the present are convincingly 
established, and the committee specifically rejects the view that these fluctua- 
tions have been due to special causes—such as the great depression, the war 
and its aftermath, Korean hostilities—which are never likely to recur. The 
experts believe that commodity markets are likely to show similar instability 
in the future and that “the uncoordinated actions of governments in attempting 
to mitigate the effects of instability may well increase it.” 

The experts are much more cautious about predicting future changes in 
the international terms of trade between areas respectively exporting and 
importing primary commodities, and state flatly that “the evidence of the 
past offers no help in predicting the future secular movements of the terms 
of trade.” They also criticize the tendency to oversimplify the problem of the 
international terms of trade as showing a clear-cut division of interest between 
underdeveloped countries exporting primary commodities and industrial coun- 
tries importing primary commodities. According to the report, some of the 
largest manufacturing countries, such as the United States and Canada, are 
also among the largest exporters of primary products and importers of manu- 
factures, and, conversely, primary-commodity countries play a not incon- 
siderable part in exporting manufactures and importing foods and other pri- 
mary products. 

While the committee states at more than one point in its report that the 
basis for joint intergovernmental action exists in the record of grave dis- 
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turbances created by highly unstable markets and that the real problem now 
is one of choosing the proper means to overcome this instability, it does not 
really commit itself as to what the proper means would be. The committee 
analyzes international quota agreements, multilateral and bilateral purchase 
contracts, buffer stocks, as well as various national measures, commodity- 
reserve currency schemes and some proposals for compensatory international 
money flows in the event of sharp fluctuations in primary commodity markets; 
but its discussion of these various possibilities is qualified by so many criticisms 
and assumptions as to leave a net balance of doubt as to their efficacy. In the 
committee’s words, “if governments wish to have an assurance of .. . stability 
in price relations . .. we are convinced that they must look beyond schemes 
relating to particular commodities and review the general structure of the 
world’s monetary systems.” At another point the committee states that “gov- 
ernments should realize that the degree of stability which many of them desire 
will not be achieved by a conglomeration of partial measures.” 

In concluding its report the committee proposes the establishment of an 
intergovernmental Trade Stabilization Commission. The functions of the com- 
mission would be advisory to the Economic and Social Council and its main 
tasks would be: (1) to consider and make recommendations to the Council on 
general proposals for stabilization, and (2) to make prompt recommendations 
for appropriate intergovernmental action whenever the stability of the world’s 
markets appears threatened. The usefulness of such a commission would de- 
pend on the willingness of governments to support its work by the appoint- 
ment of representatives of high standing and quality. In the words of the re- 
port, the commission “would be useless—or perhaps worse than useless—if 
governments were not convinced of the value of its work and willing to lend it 
their full support.” 

Max GIDEONSE 

Rutgers University 


Industrial Organization; Public Regulation of Business 


The Logic of British and American Industry. By P. SARGENT FLORENCE. 
(Chapel Hill: University of North Carolina Press. 1954. Pp. xiv, 368. 
$5.00.) 

Two themes run through this volume. First, the structures of industries and 
of firms should be portrayed, and the forces giving rise thereto be interpreted, 
before one undertakes functional analyses such as that in E. A. G. Robinson’s 
Structure of Competitive Industry. Second, the structures uncovered are 
neither accidental nor contrived, but have a “logic” which stems from the 
“physical, technological and distributive [reflecting consumer wants] char- 
acteristics” (p. 7) of products. 

The latter theme is buttressed by demonstrating similarities between indus- 
trial organization in Britain and in the United States where public policies 
have differed sharply. Not only are size distribution of plants and degree of 
concentration of ownership in particular industries found to be alike in the 
two countries, but similarities also exist in the internal management of enter- 
prises, the dispersion of stock ownership, and the relations of management 
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to owners. But the incentives to workers, investors and managers are less 
alike. Pecuniary influences are more powerful in America and the author is 
disturbed by the adverse effects of the British social structure on the supply 
of managerial talent. When the author turns to public policy, he deals almost 
entirely with the British scene, but that alone does not explain his considera- 
tion of nationalization and regulation as the only public policy devices. 

Omission of direct government action to influence the structure of industries 
reflects the high degree to which the author finds the existing industrial organi- 
zations to conform to that required by the physical, technological and distribu- 
tive attributes of the products of modern industry. Except to expedite the 
attainment of the economies of scale where lags in its fulfillment are found, 
the existing organization should not be changed. If private “government” 
exploits consumers, public government should be instituted. 

Such fatalism is not required by the evidence presented. One cannot accept 
the view that “Tests of efficiency of large and small firms besides that of 
survival and comparative growth and decline, . . . are mainly those of profits” 
(p. 61) without proof (not provided here) that the market structure is the 
result, not the cause, of the favorable survival record of large firms. Nor is 
that record as good as the author asserts. The observed co-existence of firms 
of different sizes in the same “industry” often reflects, not incomplete ad- 
justment to the economies of size or deterrent “human nature” (p. 94) but the 
persistence of segments of the “industry” in which small enterprises do well. 

Nor do the author’s findings “give substance to the economist’s more abstract 
approach to monopoly” (p. 125) or provide reliable guides to “ascertaining 
which (if any) of the economist’s models are nearest the methods of the bulk 
of monopolies, . . . [or] in detecting monopoly in particular industries” 
(p. 125). Here reliance is placed on concentration ratios for crudely defined 
industries, without regard to divergencies within such industries, in the 
vertical structures of firms, or in the organization of supplying and buying 
industries. 

For these reasons, structure of industries as portrayed here do not pin-point 
monopoly or suggest appropriate policy. A far more complex analysis is re- 
quired if one is to predict the operations of an industry. Even where horizontal 
structure correctly indicates monopoly, public action need not be limited to 
“counterorganization” by public ownership or regulation, but can act directly 
on the structure of the industry. 

While these criticisms are basic, emphasis must also be put on the value of 
a comprehensive portrayal and attempt at interpretation of the structural 
aspects of industrial economies. The intereconomy comparisons are particu- 
larly useful. These and the author’s proposals as to the logic of the industrial 
Structure are both summarized in the concluding chapter and constitute a 
check list of what we would like to know on this subject. As such, even where 
the conclusions are questionable, they provide the basis for discussions out of 
which should come still more definitive knowledge about this phase of eco- 
nomics. 

R. B. HEFLEBOWER 

Northwestern University 


| 
aa 
: 
é 
4 
iy 
¥ 
| 


BOOK REVIEWS 689 


The Price of Fuel. By 1. M. D. Litre. (Oxford: The Clarendon Press. 1953. 
Pp. xiv, 197. $2.20.) 

The author of A Critique of Welfare Economics, a highly theoretical and 
critical study of the principles of welfare economics, would scarcely have been 
expected to follow up with a book on British fuel policy, urging the acceptance 
of these principles on the National Coal Board. ““The arguments of this book,” 
he admits in the later volume, “are basically those of ‘welfare economics,’ ” the 
soundness of which “has recently been seriously questioned, even by economists 
themselves,” at which point Little cites his earlier work (p. x). It is fortunate 
that Little did not permit the apparent inconsistency between the two books to 
prevent his writing the second. Too often the competent theorist hides behind 
his abstractions, leaving the field of practical and pressing issues to less quali- 
fied (but perhaps hardier) men. 

In The Price of Fuel Little attempts to outline a national fuel policy, par- 
ticularly in its pricing aspects. He is cognizant of, and generally sympathetic 
toward, the social aims of the British government in this area of policy, but 
argues, in essence, that they can be achieved more easily and effectively 
through greater reliance on a price system (modified where necessary to accord 
with social valuations) than on the existing confusion of competing objectives 
implemented through conflicting direct controls, which often conceal the real 
costs of mistakes. 

Specifically and basically, Little would raise the price of coal to represent 
more accurately its scarcity value and cost of production (marginal cost, at 
that), to encourage more efficient utilization. He is especially concerned with 
the waste of coal in inefficient space heaters, and wants the pressure of higher 
fuel costs to force better utilization. His argument and exposition are highly 
specific. He is concerned with the calculation of specific costs of production 
of coal, and of the efficiencies of comparative heating methods and their rela- 
tive real costs. 

Little has anticipated the charge of inconsistency between his two books. In 
the first, he attacked dogmatic acceptance and rigid application of such eco- 
nomic principles as strict marginal-cost pricing. But “all recommendations for 
action must be based on some set of principles,” and economic principles are 
required for solutions to economic problems. “Indeed, one may well ask how 
such a problem as that of the best fuel policy could possibly be solved by any- 
thing other than the familiar economic principles, for they are the only prin- 
ciples which have been evolved for our guidance in how best to use scarce 
resources” (p. xi). Their application in the present case is particularly accept- 
able, since coal is a producer good (to which the marginal cost principal is 
more relevant than to consumer goods), close substitutability between fuels 
has little effect on consumers’ preferences, and the distribution of income is not 
a major issue in fuel policy since the fuel industries are nationalized. In addi- 
tion, the general argument that the optimum pricing level is above marginal 
cost, rather than equal to it, does not deny that an increase in the price of 
coal up to marginal cost would be desirable. 

Perhaps Little’s book marks a change in the direction of political economy. 
Until now, the articulate defenders of the price system have generally been 
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politically conservative. The technical administrative problem of price system 
vs. controls has therefore tended to be confused with the ideological issue of a 
privately oriented vs. a socially oriented economy. Little provides a much- 
needed reminder that, whatever the social cbjectives, the price system can and 
should be relied upon for the basic job of economizing. To the extent its opera- 
tions are inconsistent with social objectives, it should be modified, but not 
supplanted. The price system can be a valuable servant for any pulicy, and, 
as experience has demonstrated, can be ignored only at peril to any program. 
H. T. Kopiin 
University of Oregon 


Public Utilities; Transportation; Communications 
Ocean Transportation. By Cart E. McDowE tt and HELEN M. Gipss. (New 
York: McGraw-Hill. 1954. Pp. xv, 475. $7.00.) 


Transport economists and specialists in shipping and foreign trade have long 
hoped for an up-to-date text covering water transport. Although several new or 
revised general transport texts have become available recently, Ocean Trans- 
portation by McDowell and Gibbs is the first postwar text on water transport. 
Hence, it will receive a warm welcome. But its reception will also be cordial 
because the text is one of substance and has sufficient breadth of subject matter 
to be useful in both business and economics courses. 

This book has several commendable features. It has been held to reasonable 
length for one-quarter or one-semester courses. It yields supplementary read- 
ings for general transport courses. And although the book is highly descriptive, 
the exposition clearly instructs the reader concerning the basic facts and law 
of ocean shipping and the organization, operation and management of shipping 
enterprises. Those interested in shipping or foreign trade can learn the essen- 
tials, including many technical aspects, of shipping from this book. Despite 
the procedure of employing specialists in admiralty law, in insurance or in 
shipping to prepare seven technical chapters in order to add to the technical 
competence of the book, it is written in a clear and readable style as a whole, 
with adequate but not excessive maps, drawings, examples and tables. 

The authors “concentrate on the ship and on ship operation and manage- 
ment primarily from the point of view of the ship operator.” Auxiliary activi- 
ties, such as admiralty law, marine insurance and freight rates, are “discussed 
primarily as they affect the shipowner rather than as they affect other interests 
such as the shipper, the consignee, or the public in general.” Obviously, this 
emphasis contributes more to the usefulness of the text for orienting and train- 
ing young people for careers in shipping and related activities than it does 
toward promoting a full understanding of the public problems of ocean ship- 
ping. 

Part I of the text outlines briefly the historic role of shipping in the com- 
merce and power of nations, including the United States; traces the growth of 
international trade in important commodities from 1849 to the present; 
instructively correlates volume and flows of trade with liner, tramp, tanker and 
other shipping services; develops historically the concept of essential American 
trade routes and lists lines assigned to them; informatively highlights changes 


v4 
re: 
4 
> 
| 
« 


BOOK REVIEWS 691 
in the U.S. domestic and foreign tonnages during the last century and in the 
world’s merchant fleet since 1900. In treating the factors contributing to the 
relative decline of U.S. domestic shipping, no punch is pulled in discussing 
labor productivity at the ports. On the basis of current regulatory policies, 
a pessimistic view is expressed on the future of coastwise and intercoastal ship- 
ping. 

Part II describes the shipping process—traffic management, freight forward- 
ing and brokerage, ship operation, and organization and management. Part 
III discusses shipping finance, including a rather complete treatment of gov- 
ernment subsidies stressing the ineffectiveness of mail subsidies, a discussion 
of difficulties in attracting private capital, and a useful exposition of account- 
ing practice and costing units. Part IV curiously combines technical chapters 
on seamen’s law, the law of vessels and marine insurance with the chapter de- 
scribing ocean freight rates, rate factors, shipping conferences and practices, 
and regulation of rates and conferences. Part V, The Role of Government, 
merely describes laws and agencies governing U.S. shipping and applicable in- 
ternational conventions and treaties; however, it includes a more analytical 
discussion of how shipping was handled during the two world wars. 

In this reviewer’s judgment, a basic fault is that large issues of public policy 
are passed over far too cursorily. The omission of an extended discussion of 
evidence concerning the pros and cons of shipping conferences at a time when 
the contract-noncontract, exclusive patronage system is under the most severe 
attack since the Alexander Committee Report of 1914 is a serious drawback. 
Advantages and disadvantages of conferences are listed in two short para- 
graphs and reference to the Isbrandtsen case is about as brief. But the eco- 
nomic bases of shipping conferences are not developed analytically nor is the 
related economic variability of costs worked out. No attention is accorded the 
charges often made that regulation of shipping conferences has been ineffective 
or biased. Another striking omission is the failure to show how important 
dollar earnings in shipping services are to the balance of payments of foreign 
countries and to the level of U.S. foreign trade. However, recent questions con- 
cerning administration of shipping subsidies are more fully discussed. 

Although the slight of policy issues and extended economic analysis reflects 
the emphasis mentioned above and although most of the controversial subjects 
mentioned are handled quite objectively, McDowell and Gibbs do not wholly 
succeed in breaking away from the tradition of shipping specialists in looking 
at American shipping through partial eyes. Nevertheless, for what it does 
cover, theirs is an excellent text. 

James C, NELSON 


Washington State College 


Industry Studies 
Price Making and Price Behavior in the Petroleum Industry. By RALPH Cas- 
SADY, JR. (New Haven: Yale University Press. 1954. Pp. xx, 353. $4.00.) 

In 1948 the Yale University Press published an essay in law and economics 
entitled A National Policy for the Oil Industry, authored by one of its pro- 
fessors of law, Eugene V. Rostow. Rostow’s study was an application of the 
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“new” antitrust doctrines, as laid down in the Aluminum case’ and elaborated 
in the Tobacco case,’ to an oligopolistic industrial structure. As a remedy for 
what he regarded as monopolistic control of the oil industry, Rostow advocated 
the industry’s disintegration, i.e., the breasing down of the major integrated 
companies into separate and independent production, transportation, refining, 
and marketing units. Rostow’s study disturbed the industry. Shortly after its 
appearance, one of the country’s leading oil companies undertook to promote a 
comprehensive and “objective” analysis of the oil industry by college profes- 
sors subsidized for the purpose. The American Petroleum Institute later took 
up this program. “Because its members considered it iraportant to further a 
general understanding of the economic structure and behavior of the petroleum 
industry” (Cassady, p. vii), it has provided funds for a series of monographs 
on the economics of the petroleum industry. A committee consisting of four 
nationally distinguished economists and two oil men give editorial sponsorship 
to the study—Ray B. Westerfield, professor of economics at Yale University, 
chairman, Max W. Ball, Washington oil and gas consultant, Neil H. Jacoby, 
dean of the School of Business Administration, University of California at Los 
Angeles, A. D. H. Kaplan, economist with the Brookings Institution, J. How- 
ard Marshall II, vice-president of the Signal Oil and Gas Company, and I. L. 
Sharfman, professor of economics at the University of Michigan, members. 
The series will consist of three studies each dealing with an important aspect 
of the industry: “Prices and Price Mechanisms,” “Production and Conserva- 
tion,” and “Integration.” Professor Cassady’s study is the first of the series. 

Sponsored by a committee of such distinction and authored by competent 
economists—Erich W. Zimmermann of the University of Texas is preparing 
the study on “Production and Conservation,” and Melvin de Chazeau and 
Alfred E. Kahn of Cornell University are making the study of “Integration” — 
this series should add greatly to our understanding of industrial structure and 
price behavior in the oil industry. The first study is disappointing. It has the 
defects of its characteristics. It discusses industrial structure, business policies, 
and price behavior with little or no reference to the controls to which federal, 
state, and private agencies have subjected oil production, and it ignores the 
significance for domestic markets of the international structure of the oil in- 
dustry. 

The author has a good deal to say about the theory of competition, the 
dynamic nature of competition in the petroleum industry, product rivalry, 
business policies, changes in the major companies’ proportions of gasoline sales, 
elasticity of demand, joint costs, price leadership, responsibility for price 
decisions, the price structure of crude oil, price differentials, price movements, 
price-reporting mechanisms, the pricing process, pricing to other refiners, pric- 
ing to distributors for resale, pricing at the tank wagon level, pricing at the 
retail level, and price wars. In search of material for his analysis, Cassady 
combed trade journals, wrote letters, sent out questionnaires, and interviewed 
company officials, and he has given a faithful account of what he found. Some 
of it seems trivial, but his study probably contains the most detailed descrip- 


* United States v. Aluminum Company of America, 148 F. 2d 416 (2d Cir. 1945). 
? American Tobacco Company v. United States, 328 U.S. 781 (1946). 
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tion of the mechanics of pricing in the oil industry anywhere available. 

Cassady completes his analysis with a social appraisal of the petroleum 
price structure and a judgment as to the workability of competition in the 
industry. In making his appraisal of the price structure, he finds that the 
trend of retail gasoline prices from 1931 to 1950, tax included, has been 
slightly downward. With tax excluded, the downward trend has been more 
pronounced. (Actually the price trend during this period has two parts: down 
sharply from 1921 to 1933, up less sharply from 1933 to 1950.) He finds that 
from 1918 to 1950 the index for petroleum-product prices has in general fol- 
lowed the trend of all commodity prices, although closing relatively lower at 
the end of the period. He finds that the retail prices for regular gasoline in the 
Los Angeles market per pound increased 35 per cent between August 1941 
and August 1951, while the price per pound of each of ten other consumer 
products, including bottled water, Wheaties, and dog food, increased in sub- 
stantially greater amounts. (What variations in the price per pound of un- 
related commodities signify to the social performance of the oil industry is not 
clear to Cassady and is less clear to me; but, as Cassady says, they are inter- 
esting.) He finds that coal is a cheaper fuel (priced in terms of BTU’s) than 
fuel oil but less convenient, and that gas is cheaper than fuel oil in some but 
not all communities. And finally he finds that the average rate of net earnings 
to net worth of eighteen major integrated companies and of nineteen nonmajor 
integrated companies during the period 1929 to 1950 inclusive was 7.64 per 
cent and 8.78 per cent respectively. Comparing the rates of earnings of nine- 
teen “diversified companies” at intervals during the same period, Cassady finds 
the oil companies’ rates low. He also finds that oil companies’ earnings were 
“reasonably well controlled” during World War II, and he concludes that the 
industry “did a magnificient job of providing fuel for the machines of war 
... without retaining excessive earnings” (p. 332). 

On the general issue of competitive workability he concludes: “Generally 
speaking the competitive structure found in the petroleum products industry 
is an effective mechanism for assuring a steady supply of high quality prod- 
ucts at competitive price levels and for the introduction of innovations in 
methods and commodities produced. . . . Legislative or judicial action designed 
to shackle the activities of big business per se should have no place in our 
public policy. What is desired is an effective economic system with attendant 
upward pressure on product quality and downward pressure on market prices, 
with freedom of entry to those with new and better methods of production or 
marketing” (p. 345). 

With this last point no one need quarrel. What one can object to is Cassady’s 
failure to analyze and show the significance of state and private production 
control programs to price behavior. Two major factors in the domestic price 
of petroleum products during the last two decades have been the control of oil 
production and the regulation of imports. Before a workable legal arrangement 
for controlling crude output had been worked out under the National Recovery 
Administration, crude oil prices in the East Texas field had sunk to 25 cents 
a barrel, and some unfortunates who had made long-term contracts for the sale 
of gasoline at a stated margin below Standard of New Jersey’s tank wagon 


. 
. 


694 THE AMERICAN ECONOMIC REVIEW 


price found themselves giving their gasoline away. Oil control survived NRA’s 
demise. Under the control program as subsequently perfected, the United 
States Bureau of Mines makes monthly estimates of the market demand for 
motor fuel and from these estimates computes the appropriate rate of crude 
preduction. Its breakdown by states indicates total crude oil requirements for 
the month and guides the several state proration authorities in determining 
allowable production. In the Mid-Continent and Gulf Coast fields an interstate 
oil compact commission (authorized by Congress) develops general policies 
and coordinates the production control program among the several states. A 
committee of economists paid by the oil industry advises the interstate com- 
mission. Under the state regulatory programs, where one drills, how many 
wells he drills, how much oil he produces, are subject to control. Wells and 
fields operate on a quota basis. To ship in interstate commerce oil produced in 
excess of a well’s quota violates a federal statute. All the major oil-producing 
states cooperate in output control, but Texas with the biggest stake in oil 
plays the leading role in regulating the industry’s output.* The Texas statute is 
primarily a conservation measure, but it authorizes the regulating agency to 
take account of reasonable market demand in determining well allowables. 
While the program has greatly increased efficiency in oil production, the 
regulatory agency keeps its eye on price-affecting factors, and when the price 
structure is threatened it closes the spigots. 

According to the Wall Street Journal for May 20, 1949, between December 
1948 and May 1949 Texas authorities slashed allowable crude oil output by 
800,000 barrels daily, a reduction of 25 per cent. As the Journal put it (May 
16, 1949, p. 14, col. 1): “The Texas Railroad Commission almost single- 
handed has brought about the severe reduction in crude oil production since 
last January when a serious oversupply of oil threatened.” 

The other major factor in determining the supply of crude oil and petroleum 
products available in domestic markets is the flow of imports. These are under 
the control of Congress and a half-dozen major oil companies operating in 
international markets. Against the major oil companies the Department of 
Justice in 1952 initiated grand jury proceedings to investigate their participa- 
tion in an alleged world petroleum cartel. Because of existing world tensions 
a substitute civil suit was filed on April 21, 1953, charging five major com- 
panies, their affiliates and subsidiaries, with conspiring to restrain interstate 
and foreign trade and with the monopolization of the United States’ foreign 
trade in petroleum and petroleum products. The case is pending. 

Although these antitrust issues are yet to be adjudicated, the control of pro- 
duction is a stubborn fact (a fact that not even Cassady ignores; see pp. 111- 
14, where he recognizes that proration has probably raised the level of crude oil 
prices), and it is the most significant single fact in determining the domestic 


*Inasmuch as California, the nation’s second largest oil-producing state, has never 
authorized a proration program, private companies set up their own. In doing so they 
invited antitrust proceedings. On May 12, 1950, the Department of Justice filed a complaint 
against an association and seven corporations alleging that the defendants in fixing pro- 
duction quotas and compelling adherence to them by their control of pipelines had violated 
Sections 1 and 2 of the Sherman Act. The case is pending. 
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price structure. Cassady has done a meticulous job in describing the mechanism 
by which prices are adjusted but has virtually (although not wholly) ignored the 
basic factor to which they must adjust. Nowhere does he analyze the relation- 
ship between inventories and the output-restriction policies of regulating 
agencies nor the relationship between these and the price of petroleum and its 
products. Most of his discussion assumes that business decisions are made in 
response to free market forces. 

To say that his study is a masterpiece of irrelevance would be an exaggera- 
tion; to say that it misses the main point would be a compensating understate- 
ment. But perhaps it is not Cassady’s fault. The monographic series con- 
templates a division of labor. “Conservation and Production” is Professor Zim- 
mermann’s concern. He no doubt will have a good deal to say about the rela- 
tion between productive efficiency and output control, but if he analyzes the 
relationship of these to pricing he may transgress Cassady’s assignment. Hence 
the real job of price analysis may not get done. What Rostow wanted was a 
disintegrated oil industry; what he may get is a disintegrated oil study. 

GEorGE W. STOCKING 


Vanderbilt Universtiy 


The Growth of Integrated Oil Companies. By JoHN G. MCLEAN and ROBERT 
W. Haicu. (Boston: Graduate School of Business Administration, 
Harvard University. 1954. Pp. xv, 728. $12.00.) 

This is a very complete and detailed study of one aspect in the development 
of the petroleum industry in the United States, namely, the growth of con- 
centration in the production and refining of crude oil together with the control 
of other steps in the distribution of petroleum products. The study is divided 
into four major parts: The structure of the Oil Industry in 1950; The 
Emergence of Integration in the Oil Industry; The Formation and Alteration 
of Integration Patterns; and The Participation of the Small Refiner in the Oil 
Industry. One major purpose of the study is to determine how much the par- 
ticipation of small refiners has declined and then to explain why the decline 
has occurred. 

The avthors define what they mean by integration and suggest various 
aspects of it which they consider in the study. In brief, they define integration 
as “the process of extending the scope of the activities which are under the 
ownership, management, or control of a single company.” In other words, they 
do not restrict the term to ownership relations, but include contract and per- 
haps even customary relations. 

Horizontal and vertical integration are discussed in their familiar meaning. 
To them is added product integration or growth through the addition of prod- 
ucts to the company’s line. Such integration may involve production of addi- 
tional items from the original raw material, adding new items to those sold in 
retail stores, or in other ways. One further growth of integration which the 
authors do not mention (perhaps because it is relatively unimportant ir the 
oil industry) involves ownership of facilities and consequent risk-taking by 
ultimate consumers. Midland Cooperatives, Inc., of Minneapolis, is a case in 
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point, with the ownership of vertically integrated facilities residing with users 
of petroleum products, and with the control roughly proportioned to use rather 
than to ownership of the facilities. 

Chronologically, vertical integration may be either forward or backward. It 
may even omit one step, such as transportation, while combining production 
with refining or retailing. The authors point to many cases which have gone 
in each direction. Moreover, unbalanced integration frequently occurs; that is, 
a refining company may produce part but not all of its crude, or sell at retail 
only part of its gasoline. Characteristically, the integrated companies have not 
maintained an even balance of their activities among the several phases of the 
oil business. 

The authors find that the share of facilities owned or leased by integrated 
companies has been greatest in refining and has been less both upstream and 
downstream from that point. The integrated companies appear to have held 
93.2 per cent of the refining capacity, 85.4 per cent of the crude oil gathering 
lines, 82.1 per cent of the crude oil trunk lines, 38.4 per cent of the producing 
lines and only 7.1 per cent of the drilling rigs. In the other direction, they 
have held 51.6 per cent of the service stations. 

The size of a firm, it may be pointed out, may be measured in any of several 
ways: by sales, capital investment, number of employees, or consumption of 
raw materials. The authors are never explicit as to which measurement they 
rely on. It may be pointed out that increase in size may come from combining 
the sales of several separate establishments carrying the same items, or by 
adding product lines at existing points of sale, or by combining under one 
ownership several steps in the complicated process of production and distribu- 
tion. In the last case, there will be a larger capital investment and more em- 
ployees without necessarily increasing the sales at the end of the process. 

It appears from data presented by the authors that integration has been 
undertaken in the main for other reasons than improvement in anticipated rate 
of earnings on invested capital. Backward integration has been stimulated in 
order to assure a supply of raw materials, while forward integration has been 
undertaken in the effort to assure a market for the final products. For the 
entire period 1920-52 the data show that companies producing only crude oil 
have maintained the highest rate of return on investment. Those companies 
engaged only in marketing the final products rank next. The integrated com- 
panies have maintained rates of earnings on invested capital of about 7 per 
cent compared to 10 per cent for marketing firms and nearly 11 per cent for 
the producing firms. 

In spite of the lack of improvement in rate of return on investment a high 
degree of integration had developed by 1950. Of thirteen operations listed (p. 
36), in the case of only two did the integrated companies supply less than 50 
per cent of the industry total. In five of the operations over 90 per cent of 
volume was performed by integrated companies. Domestic crude produced 
and final sales of gasoline each ranked between 55 and 60 per cent in the hands 
of integrated companies. 

Integration has been encouraged in this industry by the relatively simple 
relationship between the crude product and the final consumer good. That is, 
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gasoline is the major product from crude oil, and it is well adapted to be a high 
proportion of filling-station sales. Perhaps there is no other industry in which 
this direct relationship between raw materials and the consumer purchase of 
the finished product is so direct and fits together so well. 

Ownership integration has been discouraged to some extent by governmental 
or political influence. The chain-store tax law passed in Iowa in the early 
1930’s led most of the major oil companies to discontinue most of their direct 
ownership and operation of filling stations. They continued to get much of 
the effect of integration, however, through contract arrangements with individ- 
ual operators. In many instances they continued to own the physical facilities 
for retailing but leased them to the independent operators. Other factors than 
the presence or threat of chain-store taxes contributed to this move. Of these, 
perhaps the rigidities of labor-union hours and wage requirements were the 
most prominent. It appears to have been true in addition, however, that some of 
the integrated companies failed to adopt promptly new lower-cost types of serv- 
ice such as trackside stations and special stations to serve motor trucks at dis- 
count prices. Where management concentrates on production, progress in 
marketing may be retarded. 

A fairly important decline in the position of small firms throughout the in- 
dustry is noted. Some of the small firms had benefited in the early years 
through the appearance, from time to time, of large quantities of cheap oil 
available for small refiners to use. Supplies of this type appeared less fre- 
quently after the oil conservation laws were put into effect in the late 1930’s. 
Moreover, the small firms apparently could not take advantage of improve- 
ments in technology as rapidly as did the large firms. Whether this is truly an 
economic factor which permits large firms actually to depreciate installed 
equipment faster than small firms or whether it is mainly a question of man- 
ageria! reluctance on the part of small firms to replace semi-obsolete equip- 
ment is not clear. Finally, the small firms have failed to adopt vertical integra- 
tion. The fact that the authors suggest this as one reason for the decline of 
small firms seems to imply that there are real advantages in integration in this 
industry. As pointed out above, however, the advantage may lie in large part 
in the dual aspects of assuring a supply of raw material and affording oppor- 
tunity for aggressive sales promotion. 

This study is certainly a major contribution to the growing list of authori- 
tative descriptions of economic conditions for specific industries. 

ROLAND S. VAILE 

University of Minnesota 


Land Economics; Agricultural Economics; Economic Geography 
Land Problems and Policies. By V. WEBSTER JOHNSON and RALEIGH Bar- 
LowE, (New York: McGraw-Hill. 1954. Pp. ix, 422. $6.50.) 

This is a valuable addition to the literature on land problems. The authors 
acknowledge a heavy debt to Dr. Lewis C. Gray, but the book represents much 
more than an editing and revision of Gray’s papers and speeches. The authors 
indicate that “this book is concerned primarily with land problems and policies 
rather than with the theoretical framework of land economics,” and suggest 
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that “it has not been the purpose .. . to provide a detailed discourse on the 
application of economic principles to the problems of land use.” Their general 
point of view is that “as a matter of fact, land economics deals largely with 
institutional controls and powers present in the holding and use of land, and 
these forces cannot be expressed in established economic principles.” So they 
have chapters on the history of land policies, land utilization, conservation, 
population, land settlement, tenure, planning, and reform. They do not include 
any discussion of land resources other than the soil—with such related re- 
sources as water—and they devote almost no attention to urban lands. 

It is true that the authors do not use elaborate and intricate economic 
analysis, yet the discussion of the theoretical aspects of such problems as con- 
servation, river basin development, erosion control, and the Agricultural Ad- 
justment Administration is fairly adequate, generally sagacious, and perhaps 
as difficult as most students can understand. 

Economists might indeed wish that there were more economic analysis re- 
garding such problems as the AAA, and the Brannan Plan (which is not men- 
tioned), but that would of course have called for a considerable expansion of 
the book. Furthermore, as the authors point out more than once, land prob- 
lems do not always yield to price analysis. Some of the answers cannot be 
other than indeterminate. A balance of costs and present and future revenues, 
for instance, may not solve the question whether erosion should or should not 
be controlled: a nation may decide to preserve its own land basis even at a net 
cost. 

One of the noteworthy features of this book is the final chapter on land re- 
form as a world problem. The authors see the significance of this problem in 
the present world struggle against communism and discuss it with commend- 
able fullness. 

Altogether, the quality of this book is such as to insure its wide use, in spite 
of a price which seems high for a book of modest proportions. 

JouN Ise 
University of Kansas 


Cotton: Demand, Supply, Merchandising. By ALonzo Bettis Cox. (Austin, 
Texas: Hemphill’s Book Stores. 1953. Pp. xiv, 347. $5.00.) 


Out of what is clearly a long, close familiarity with the cotton trade, Pro- 
fessor Cox has written a text which describes the standard practices in the 
marketing of this crop. The treatment is didactic and is confined to the formal 
structure of the market mechanism. It describes in considerable detail the four 
interrelated markets which form the system for handling cotton: local pro- 
ducers’ markets, centralizing spot markets, futures markets, and spinners’ or 
manufacturers’ markets. In the manner of so many specialists in marketing, 
Cox feels called upon to defend these institutions as essential to the perform- 
ance of their functions, but he goes further than most in the degree to which 
he insists that they be preserved from public regulation or replacement. ‘Free 
markets,” he says, “are jeopardized by such legislation as that calling for 100 
per cent of parity price loans, the introduction of government trading on a 
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substantial scale. Even so innocent a matter as government control of amounts 
of margins on futures contracts might well be used to kill futures markets, and 
that would destroy the present marketing system” (p. 19). 

Although cotton is usually regarded as a single commodity, the author con- 
veys in a brief review of the world geography of its production and consump- 
tion the significant differences in quality characteristics of various national 
and regional growths, and the respective uses to which they are put. He 
attaches great importance to the skill with which cotton merchants in the 
centralizing spot markets classify and assemble into even-running lots the 
miscellaneous grades of cotton which otherwise would poorly suit spinners’ re- 
quirements. It is a recurrent theme of the volume that this value-creating func- 
tion more than justifies the middleman’s margin and that neither the farmer 
nor spinner is injured by the resulting price spead. 

In the final part of the book there is a clear exposition of the base price of 
cotton; the “basis,” or relation between spot and futures prices; and the great 
variety of forward trading and hedging operations which may be used by 
manufacturers and merchants to reduce market risks. For the undergraduate 
who plans to enter some phase of the cotton business these chapters would no 
doubt comprise a useful handbook. 

The volume as a whole has a nostalgic flavor reflecting the author’s 
preference for an earlier system of free markets and his belief in the func- 
tional symmetry of the mechanism he has described. From the description of 
the futures markets and the benign role assigned to “‘investors” in cotton, one 
would never guess that such an episode as that of October, 1946, in which the 
operations of a single speculator precipitated the temporary closing of all three 
American cotton exchanges, could have occurred. 

All of the functions described appear to be subject to an overriding 
Marshallian normality, disturbed only by government interference. The 
market mechanism is effectively described as geared to the needs of merchants 
and spinners, but the interests of consumers and farmers are rarely mentioned. 
The author recognizes that existing private institutions, including the futures 
market, offer little or no protection to producers when prices are in decline; yet 
he objects to government measures to deal with surpluses and low prices. 
Nowhere does he deal forthrightly with the problem of extreme fluctuations 
of supply and demand as it affects farmers, in whose interest the marketing 
system ought also to operate. He makes the startling suggestion at one point 
that speculators be relieved of income taxes on part of their profits in return 
for their participation in a futures investment pool to dispose of cotton sur- 
pluses, but the proposal is not clarified and one gathers it is not seriously 
advanced. 

Since the references to public policy are only an incidental part of the 
book, these criticisms need not deter the reader who wishes a careful, orderly 
explanation of a basic commodity marketing system by a technically com- 
petent authority. The author has painstakingly provided such an account. 

JaAMEs H. STREET 
Rutgers University 
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Irrigation Development and Public Water Policy. By Roy E. HUFFMAN. 
(New York: Ronald Press. 1953. Pp. xi, 336. $6.50.) 


Mr. Huffman has compiled a comprehensive review of the complex of laws, 
institutions, pressures, and conflicting philosophies of which our public water 
policy consists. This work fills a definite need in that nowhere else under one 
cover can be found a summary of the problems of public irrigation and the 
results of economic studies in this field. Since the book was written, the reports 
of the Jones’ Committee and the Missouri Basin Survey Commission have 
been published. These studies point to a definite need for improving the 
present methods used in the appraisal of resource-development programs. 

Huffman’s book concerns itself with the development of federal irrigation 
policy and its accompanying legislation and the metamorphosis of irrigation 
from a tool to an institution. This development with its problems, past and 
present, is viewed from the standpoints of the main groups interested: farmers, 
irrigation districts, state governments and the general public. 

Anyone who has dealt with irrigation policy or any phase of it realizes the 
difficulty of either surrcunding the entire problen: or of isolating any part 
of it for study. One is faced with a task somewhat similar to that of Hercules’ 
encounter with the Lernaean Hydra. Any attempt to answer one question 
seems to bring up at least two more. Mr. Huffman does, however, succeed in 
gathering up most of the loose ends. 

He starts with a general history of irrigation and a review of the develop- 
ment of federal irrigation. There is a quite complete coverage of water rights, 
state laws governing these rights, and their relationships with federal water 
policy. A chapter on land problems and regulations discusses the history and 
philosophy back of acreage limitations and antispeculation laws, and irriga- 
tion effects on land value and tenure. 

Project organization, operation, and financing are well covered, as are the 
adjustment of farms and farmers to irrigation and the integration of irrigated 
land with surrounding dry land. 

Broader aspects covered are the river-basin approach and irrigation develop- 
ment as related to population trends, to natural and man-made resources, and 
to long-term national and foreign policy. One chapter discusses the side-issue 
of irrigation in humid areas; and there is an excellent chapter, mainly 
philosophical in nature, on the public interest in water resources. 

Throughout seventeen of the eighteen chapters of the book the author 
avoids any conscious injection of his own conclusions or opinions. At the 
beginning of the final chapter, he states that he “has not attempted to offer 
conclusive answers to questions affecting public irrigation policy.” The final 
chapter itself does not offer conclusive answers; but rather is a summation of 
the main problems of public irrigation development and some suggestions for 
their solutions. 

Conclusive answers to many of these problems are difficult, if not impossible. 
However, the author could perhaps have narrowed down his conclusions more 
than he has. For example, in his handling of water rights he gives a rather 
thorough coverage to the existing situation, yet has few recommendations for 
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reconciling the inherent difficulties in the appropriative and riparian doctrine 
of water rights. 

On the subject of benefit-cost analysis and the determination of economic 
feasibility of proposed projects a similar criticism might be made. No matter 
how ardent a booster for the development of the West one might be, some 
limit to the expenditure of public funds for irrigation development must surely 
be recognized. Aside from mentioning that there are alternative uses for funds 
and resources, the author does not provide guides for the determination of 
this limit. 

Early in the book Huffman states that “it is the purpose of this study to 
review the past experience in this field, to consider the many and varied phases 
of present-day irrigation development, and to point out some of the considera- 
tions essential to a sound irrigation policy.” In this purpose he has succeeded 
well. The book will probably be extensively used by researchers, teachers, and 
students for a number of years to come. 

Rosert C. OTTE 
Kris KrisTJANSON 


University of Nebraska 


Labor 


The International Labor Movement: History, Politics, Outlook. By Lewis L. 
Lorwin. (New York: Harper and Brothers. 1953. Pp. xviii, 366. $5.00.) 


In 1929, Dr. Lorwin produced his standard work, Labor and International- 
ism. Since that date the international aspects of the labor movement have 
acquired a significance and range far beyond those of the earlier period. The 
volume under review is an attempt to bring its predecessor up to date. Its first 
fifteen chapters present a condensed version of the material covered in the 
earlier treatise. The remaining thirteen deal with developments on labor’s inter- 
national front since 1929. 

Since the present volume endeavors to cover the international aspects of the 
labor movement from 1830 to 1953 within 366 pages, 16 of which are blanks 
marking off the 7 sections into which the material is divided and another 22 of 
which comprise a glossary of terms, a table of membership of the International 
Confederation of Free Trade Unions in 1953, a bibliography, and two indexes 
—the author obviously was faced with the following alternatives: he could 
either briefly describe and analyze only the highlights of the period; or he 
could, by condensing his material and using a minimum of interpretation, at- 
tempt a detailed factual description. He chose the latter. The result is that the 
history of organized labor’s international institutions, policies and activities 
from 1830 up to and including 1929 is compressed within 159 pages, while 
the material dealing with similar developments since 1929 is confined within 
166 pages. The end product is, naturally enough, a reference work rather than 
a general text and is written in a style appropriate to such a work. Each chap- 
ter possesses a brief introduction; the remaining material is then divided into 
sections and, not infrequently, subsections, each with its individual heading. 
For example, Chapter 19, 22 pages in length, is divided into 10 sections. 
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This reviewer wishes that Lorwin had devoted the entire present volume to 
a detailed description and analysis of the international labor movement since 
1929. The author unquestionably possesses the scholarship, wide knowledge 
and competence necessary to produce such a work, for which the reviewer feels 
there is great need today. Such a volume could have been entitled Labor and 
Internationalism, Volume II. The year 1929 is a logical break in the history 
of the international labor movement of the past 120 years. The developments 
in this field since 1929 have been, to say the least, momentous and fully merit 
an entire volume devoted to their description and analysis. Such a work could 
include at least an outline of the specific position occupied by the trade union, 
so-called or genuine, in the Soviet economic and governmental structure. This 
would unquestionably aid the western student of the international labor move- 
ment in understanding why, to date at least, internationals which have at- 
temped to merge communist and noncommunist trade unions have invariably 
proved to be of an oil-and-water composition. Similarly, such a work could at 
least delineate the position of the trade union under Fascism. It is true that no 
Fascist International of Trade Unions ever developed but the remarkable simi- 
larity in the position of the trade unions in various Fascist countries could pos- 
sibly have produced such an International had not the world been plunged into 
war in 1939. Such a development would only have paralleled, on the labor 
front, the military “Pact of Steel” signed by Germany and Italy in the early 
summer of 1939. In any event, such an account would have explained to the 
student in the democracies why it was that Fascist trade unions could never 
become genuine members of such an organization as the International Con- 
federation of Free Trade Unions. That in itself would justify, if any justifica- 
tion were necessary, the suggested section on the position of the trade union in 
the Fascist state. 

Finally, it must be recognized that conflict on the international labor front 
today, to a large degree, simply reflects conflict on the ideological front. Lor- 
win has mentioned that trade union organizations, both national and inter- 
national in scope, are today powerful enough to influence governments and 
their policies. But the converse is likewise true and perhaps to an even greater 
extent. Since the armistice in Korea and the advent of the new regime in the 
Soviet Union, tension between the East and West has lessened somewhat. As a 
result neutralism, always a more potent force in both Western Europe and 
noncommunist Asia than North Americans are inclined to admit, is growing 
at the present moment. This is certainly true in India, Britain, France and 
perhaps in Italy. It is significant that this increase in neutralism is most 
marked in those political parties usually supported or controlled by labor 
and its organizations. A change on the political front will certainly have reper- 
cussions on the labor front. It is even possible, in the highly organized coun- 
tries of Western Europe, that labor may be the tail that wags the dog. The 
possibilities of an atomic-hydrogen war defy the imagination, lurid as it can 
be. The alternatives of the future seem to be—negotiate and compromise, or 
die. With this dire choice before them, it may be that world leaders will be 
forced to produce some workable economic and political compromise which 
will at least postpone oblivion. If such be the case, the international labor 
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movement in all its aspects will likewise undergo change. Lorwin seems not to 
have considered this possibility. His final chapter, entitled “Interpretation and 
Outlook,” seems to the reviewer to be based upon Kipling’s “Oh East is East, 
and West is West, and never the twain shall meet.” The reviewer is not quite 
so pessimistic. 
LorNE T. Morcan 
University of Toronto 


American Labor from Defense to Reconversion. By JoEL SEIDMAN. (Chicago: 
University of Chicago Press. 1953. Pp. ix, 307. $5.50.) 

In a remarkably candid and refreshing preface, the author of this volume 
sets forth his objective of telling the story of organized labor from 1937 to 
1947 in terms of a “limited number of major themes.” These are to be 
presented in the light of the author’s strong conviction that union organization 
is good for the community. The work does not purport to be a thorough-going 
scholarly history of labor during the war and early postwar years. Despite 
these disclaimers the author handles his subject with sufficient skill and 
frankness to make the volume useful. 

The organization of the work follows a chronological pattern. The first 
section covers the defense period, 1937-1941, and is chiefly concerned with 
labor’s successful organizing drives in the mass-production industries, the 
problems of rivalry between the American Federation of Labor and the Congress 
of Industrial Organizations, and federal government policy toward both of 
these phenomena. 

The second section deals with the war years. After an excellent opening 
chapter on the tense atmosphere just before and after Pearl Harbor, the 
author devotes three chapters to the views of labor on major policies of the 
National War Labor Board including the maintenance of membership issue, 
the Little Stee] Formula, wartime strikes and the enforcement of WLB rulings. 
A chapter on manpower is largely devoted to the debate in newspaper head- 
lines over the question whether voluntarism or compulsion should govern the 
flow of civilian manpower. More significant are the other two chapters, one 
concerned with labor’s limited representation in top government policy-making 
posts and the other concerned with AFL-CIO rivalry and efforts at unity. The 
last section of four chapters covers the reconversion period, 1945-1947. Major 
subjects include the postwar problems of wage-price policy, strikes and legis- 
lation. The concluding chapter in the volume compares labor’s experience 
during and immediately after World Wars I and II. The topics in most of the 
chapters are reviewed largely in terms of the official views of top labor, 
industry and government leaders as expressed in public addresses, testimony 
before Congress, convention proceedings, press releases and union journals. 

For those who have need of a brief, nontechnical, highly readable account 
of labor during the turbulent years 1937-1947, this book has much to recom- 
mend it. Seidman does not get lost in details. Neither does he pretend to 
probe very deeply. He deals effectively with the crucial problem of AFL-CIO 
rivalry, its causes, the personalities involved, the efforts from many quarters 
to re-establish unity and the ubiquitous and ever-present influence of John L. 
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Lewis. Also effective is Seidman’s handling of the twists and turns of com- 
munist influence in the labor movement and the difficulties which faced the 
National Labor Relations Board during these hectic years. 

There are, however, a number of questions which may well be raised in the 
minds of many readers concerning this volume. One comes from the author’s 
heavy dependence on quotations. The matter of selection is obviously impor- 
tant, and it is not too much to say that this selection is not always judicious. 
For example, on May 25, 1946, President Truman appeared before Congress to 
ask for emergency powers to deal with a critical railroad strike. The author 
cites only one comment on the President’s address—that of Senator Wayne 
Morse who cryptically accused the President of “ham acting.” Was this the 
only comment worth quoting on such a vital issue? At another point the 
Robert Nathan Report of 1946 is presented in some detail. There is little or 
no comment quoted from industry or government officials or from private 
economists. Although this manner of presentation may be justified on the 
grounds that the book is written from organized labor’s viewpoint, it greatly 
detracts from the volume’s usefulness. The same may be said of many strong 
positive statements made without any supporting evidence. 

Another question may be raised concerning inconsistencies and contradic- 
tions in analysis. For example, Seidman feels strongly that organized labor 
suffered from a “wage freeze,” “frustration” and “injustice” under wartime 
controls (p. 277). Yet the evidence presented indicates that organized labor 
enjoyed rising real wages (p. 270) and that union membership rose from 9 to 
14.8 millions (p. 270). At another point the author says the Taft-Hartley Act 
will work the greatest hardship on weak unions and the unorganized. Perhaps 
this may have been true thus far in the South but elsewhere the evidence sug- 
gests that the average level of union security has risen and certainly member- 
ship has continued to rise. The volume would have been enhanced by a more 
adequate index. As an example, the book contains brief but valuable discus- 
sions of the secondary boycott at a number of points but the subject is not 
listed in the index. 

JouN B. ParRIsH 


University of Illinois 


Wage Determination under National Boards. By ABRAHAM L. GITLOW. 
(New York: Prentice-Hall. 1953. Pp. viii, 248. $5.35.) 

Under the impact of war and public emergency, wage decisions of national 
boards have been an important force in influencing wage movements. Professor 
Gitlow attempts to analyze national board utilization of wage criteria in the 
light of wage theory. 

The book is divided into two separate parts. The first part is a theoretical 
examination of the various criteria. The second part deals with the history, 
organization, and experience in applying wage standards of the various wage 
boards. The concluding chapter attempts to link experienced results with 
those which might have been theoretically expected. Thus, the book is 
an attempt to link economic theory with some of the more important 
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administrative decisions in an effort to ascertain whether these decisions were 
consistent with the allocative role of wages. The work is not a comprehensive 
study of the processes, methods and decisions of wage boards. 

The first section is a well-documented and carefully organized discussion of 
the basic wage criteria. These are (1) productivity, (2) ability to pay, (3) 
comparative wages, (4) cost of living, and (5) minimum wages. The analysis 
tends to follow earlier articles by Slichter and Dunlop and in general is 
highly critical of either the specific or precise applicability of any of these 
criteria. Because this work utilizes considerable statistical detail, it contributes 
additional insight into these criteria; yet it does not change earlier pessimistic 
conclusions as to the contributions which economic theory can make to the 
solution of specific wage disputes. Not all of the data is clearly relevant and 
the bias of some of the major sources of data is open to question. However, 
the major arguments for and against each of the criteria, the difficulty of 
either precise or approximate application or statistical determination of the 
criteria are all well developed and constitute the main contribution of this 
work. 

In the second part of the book, Gitlow describes the actual operations of the 
boards and discusses the significant decisions. He then contends that the 
experienced results confirm and support those based on theoretical analysis. 

This reviewer feels that the second section is less satisfactory than the first. 
A disproportionate amount of space seems to be devoted to descriptive 
matter related to the genesis and internal organization of the boards. The 
panel decisions in the main are sketchy, and not enough specific detail of the 
cases or decisions is given the reader. Analytical questions related to the 
application of the major criteria are either left unresolved or discussed 
briefly. The close correspondence between the large number of voluntary 
requests by employers to raise wages and the ability-to-pay principle is one 
illustration which comes to mind. The relationship between the great amount 
of wage increases through upgrading and fringe benefits and the wage 
criteria is not discussed. The whole question of political pressures and whether 
the decisions reached were in reality always compatible with the administrative 
criteria used to justify these decisions is also neglected. While the tripartite 
composition of the boards is discussed, the author never questions the dual 
role of the labor and industry members, as special pleaders and as decision 
makers; yet, this question is fundamental to any appraisal of tripartition. 

The author does not attempt to relate wage and price policy in spite of the 
fact that this relationship is crucial, since many of the wage boards were 
participants in an over-all stabilization program. The problem of obtaining 
necessary mobility during World War II was nominally entrusted to other 
agencies; yet, the War Labor Board did have to consider the allocative 
consequences of any decision and had to permit some destabilizing wage rates 
in order to encourage labor mobility. Were these decisions rationalized by 
the existing wage criteria, and to what extent are the wage stabilization and 
allocative functions incompatible? 

While this reviewer would like to avoid quibbling over theoretical 
interpretation, he must question whether Gitlow’s statement of marginal 
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preductivity always makes the proper distinction between the individual firm 
and the economy. Wage rates determined in accordance with marginal 
productivity would tend to be the same for a given grade of labor, with the 
firm adjusting its hiring of labor inputs to this given wage rate. It would 
not, therefore, create a chaotic wage structure as Gitlow implies when he 
links marginal productivity with ability to pay. 

Having rejected each of the wage criteria the conclusion reached, namely, 
that the results which were obtained by the boards in using these imprecise 
criteria are compatible with those which conventional wage theory might have 
prescribed, seems illogical. But the linkage of the criteria with the expected 
theoretical results reconciles this apparent dilemma and, even though the 
whole question still remains an “iffy” one, Gitlow’s treatment is original 
and provocative. 

Viewed as a whole the book makes a contribution to our understand- 
ing of administrative wage determination. It should prove helpful to those 
who are interested in understanding the impact of administrative decisions 
upon wage rates. While many issues are left unresolved and the political 
dimensions of the problem are neglected, the work adds to our understanding 
of the administrative processes which affect our economy. 

Irvin SOBEL 

Washington University 


Community Wage Patterns. By Frank C. Pierson. (Berkeley and Los 
Angeles: University of California Press. 1953. Pp. xvii, 164 and tables. 
$3.75.) 


For many years economists have written about wage levels in different 
industries and areas. Here is a pioneer study of a distinct metropolitan area, 
Los Angeles County. It is an attempt to apply modern techniques to available 
statistical data in order to show (a) changes over time, (b) influences effecting 
these changes or slowing them down, and (c) the relative strengths of these 
influences, 

The basic “cause” is taken to be the historical growth from a small frontier 
town to a metropolis, subject to the advantages and limitations of such physi- 
cal resources as pleasant climate and plentiful oil on the one hand but poor 
supplies of water and solid minerals on the other. The human resources started 
with a small local labor group, but were affected by a rapidly growing popula- 
tion and the availability of foreign workers. 

This basic framework in itself is shown to determine wage patterns. Except 
for agriculture, raw material production and processing can have little place in 
this area; the wage patterns of such industries cannot therefore have much 
direct influence. The opposite is true of service industries and the secondary 
fabrication such as airframes. The human aspect of the framework has by its 
size and growth affected the size of the market for some products, but not for 
all. 

Other allied influences include available equipment per worker and its effects 
upon productivity and costs, the development of wider markets, and union and 
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employer organizations. Some of these are of long standing, others compara- 
tively recent. 

The major part of the study is devoted to the 1940-50 decade, partly 
because of the availability of statistics and partly because this period pro- 
vided a good setting for short-term analysis. Actually, despite many statistical 
tables, the author is frequently forced to lament the paucity of data. Those 
available are refined and manipulated about as far as possible. Here is the real 
contribution of the work: it is not merely a discussion of influences already 
cited by other writers, but is rather a demonstration of what material should 
be available in quantitative form and of how the material should be used when 
found. It is an internal analysis, a comparison with similar areas, and a com- 
parison with the whole country. Similar studies need to be made of other areas, 
including much smaller ones. 

Though few of the statistical analyses show high correlations, the author fol- 
lows the common-sense axiom that where most indicators point in the same- 
direction there is an underlying influence or tendency. 

Though the findings are carefully limited to the Los Angeles area, none of 
them is especially surprising. Since the author finds that over several decades 
the local wage level has maintained a constant relationship to that of the rest 
of the economy, he concludes that only a fundamental change in economic 
and social relations will affect this relation. Over the period he finds that in- 
creases in employment and value added per worker have had the greatest effect 
on the pattern of earnings by industries, although not on a year-to-year basis. 
When there was unemployment, wage levels moved in association with interin- 
dustry shifts in employment; with labor scarcity, the changes depended on the 
demands of individual industries. The largest hourly rate increases were found 
in those industries with the lowest original rates. It was also shown that indus- 
tries with national markets had the highest average hourly earnings in Los 
Angeles but were low compared with the rest of the economy; whereas the 
reverse relationship was true of industries with local markets, The over-all 
influence of changes in the economy was basic, but local environmental in- 
fluences had tremendous short-run effects. Union influences were most marked 
after 1945. 

Despite the omission of many data that all economists (including the 
author) would like to see available, the selecting of influences and the analysis 
of available material provide a useful model for future analysts. 

H. UNDERHILL 

Indiana University 


The Worker Speaks His Mind on Company and Union. By THeEopore V. 
Purcett, S.J. (Cambridge: Harvard University Press. 1953. Pp. xix, 
344. $6.00.) 

Father Purcell has set out to answer three questions: “(1) Will the average 
worker actually have dual allegiance to, and find the satisfaction he requires 
from, both company and union? (2) Will the worker have allegiance which is 
necessarily dual, in that he says his wants can be satisfied only by both or- 
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ganizations? (3) Will the worker’s allegiance to one of the two organizations 
in the plant community pull him away from the other organization, thus strain- 
ing his dual allegiance?” 

He has sought the answers to these questions by studying the “plant com- 
munity” jointly created by the Swift Chicago plant and Local 28 of the 
United Packinghouse Workers—a study based on residence in the community 
and the interviewing of a stratified sample of 385 of its 6,000 members. Since 
attitudes—toward the company, their foremen, their work, the union, their 
stewards—constituted much of his data, Father Purcell devised a method for 
quantifying the results, which, while admittedly imprecise, conveys his find- 
ings rather well, since it is apparent that his ratings have been made with care 
and a regard for internal consistency. 

The broad answers given by the author to the three questions posed are: 
(1) Perhaps three-fourths of the rank-and-file have a “dual allegiance” in the 
sense of “acceptance” of both the company and union. (2) For most of this 
group the dual allegiance is necessary to satisfy their wants; the company is 
relied on to supply jobs, the union to supply job protection and status. (3) 
Allegiance to one appears to diminish allegiance to the other only in the case 
of stewards and foremen. (This last conclusion appears to be based on shaky 
logic, however, since the data presented show only that foremen approve the 
union, and stewards the company, less than do rank-and-file members. But 
this does not require as explanation the reason he advances—that because their 
positions involve conflict roles they develop greater antipathy toward the 
organization which their counterpart represents. To support his conclusion it 
would be necessary to show that the attitudes of rank-and-file members cooled 
toward company or union when they became stewards or foremen, respectively 
—a showing that could only be made over time. It is equally conceivable that 
men who are more company-minded to begin with become foremen, and those 
who are more union-minded to begin with become stewards, so that no change 
in attitude—no diminution of allegiance— is involved in the process.) 

Father Purcéil’s answers to his three major questions are, however, actually 
less interesting than much of the material he uncovers in the course of his 
investigation. Most of the workers professed to find something of interest in 
even repetitive operations and few complained of monotony, Though some 
opinion surveys among workers have disclosed a rather widespread disinterest 
in promotion to foreman positions, the Swift bar to promoting any negroes to 
supervisory positions is a source of deep discontent to these particular em- 
ployees and has probably been responsible for driving some natural leaders 
to the union as an outlet for their talents. Worker attitudes toward their 
foremen did not determine their attitudes toward the company as an em- 
ployer, nor, similarly, did attitudes toward their stewards determine their 
attitudes toward the union. On an eight-point evaluation of participation in 
local union activities, Father Purcell found a core of 40 active individuals, 500 
occasionally active, 1100 inactive, 1600 “very inactive,” and 1809 nonunion, 
out of a total of 5049 in the bargaining unit. These are but examples of some 
of the interesting materials mined in this extensive exploratory operation. 

This book should prove a useful source of data to those working in the fields 
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of labor relations and social psychology. Its primary contribution is in the 
factual materials presented rather than in the analysis. I concur with Slichter’s 
judgment, contained in the preface, that “the most satisfying parts of Father 
Purcell’s book are the numerous quotations from his interviews.” 
NeIL W. CHAMBERLAIN 
Columbia University 


Unity and Diversity in European Labor. By ApoL¥ STURMTHAL. (Glencoe, 
Ill.: The Free Press. 1953. Pp. 237. $3.75.) 


In 1943, when Dr. Sturmthal published his book The Tragedy of European 
Labor, 1918-1939, he emerged as one of the outstanding interpreters of con- 
temporary European labor movements. In his Unity and Diversity in European 
Labor he now presents a more comprehensive view within the confines of less 
space—and, in this reviewer’s mind, this is a largely, but not wholly, satis- 
factory arrangement. The stated aim is “to give the reader, in the most concise 
form possible, the essentials necessary for an understanding of the European 
labor movement.” It is concise; but one has the feeling that the beginning stu- 
dent or laymen may become confused with the abundance of “essentials,” while 
in some chapters it lacks the easy readability of Sturmthal’s previously cited 
work. 

The first five chapters are largely a summary of the material in The Tragedy, 
describing the diversities in institutional setting, the development of labor 
movements primarily in Britain, France and Germany, and the successes and 
failures of international organization. One interesting addition to this material 
is Sturmthal’s discussion of “the communist pattern” and the impact of 
Leninism on national and international labor organizations. He concludes that 
“the most fundamental mistake of international communism was its attempt 
to transfer to the rest of the world the peculiar party-union relationship that 
had grown up in Russia,” the failure to realize “the limitations of their own 
experience, indeed, . . . the uniqueness of the Russian development” (p. 64). 

Sturmthal is most acute in analyzing the failure of democratic socialism in 
the interwar period. His thesis (as in The Tragedy) is that “the Socialist move- 
ment had a philosophy, but no policy to implement its basic creed” (p. 103). 

Even though the anti-Communist Socialist parties in most continental coun- 
tries were the strongest single political group, they were not strong enough 
to govern alone. On the other hand, no other group could govern against or 
without them. In this atmosphere of political stalemate, Sturmthal argues, 
labor was the “main and almost only defense of democracy [but] proved un- 
equal to its task” (p. 107). 

The second half of the book contains Sturmthal’s views on events of the last 
decade. He believes that a major change has occurred since 1947, and that a 
sharp boundary has been drawn between Socialists and Communists, while 
the boundary on the right of the Socialists has become obscure. After fifty 
years of hot and cold “Popular Fronts,” the Socialists bave finally weighed the 
balance between class solidarity and national independence and chosen the 
latter, for experience has shown that “Moscow does not seek friends, but sub- 
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jects” (p. 136). Throwing their lot in with center coalition governments, the 
moderate Socialists have lost some of their numerical strength through being 
identified with postwar recovery difficulties. Sturmthal feels that this swing 
towards the middle is a decisive choice, “vitally affecting the entire course 
of the Socialist movement, [and] it is therefore not surprising that it is as 
yet neither complete nor fully understood” (p. 139). Even though the paths of 
continental Socialists and Communists parted temporarily in 1914-20, 1929-34 
and again in 1939-41, Sturmthal feels that the post-1947 split will be of a more 
lasting nature. Despite their Marxist heritage, the democratic socialists are 
finally realizing that they no longer share the same objectives, much less 
strategy, with the Communist labor movement. This was written, however, 
when labor still held the reins in Britain, and when the failure of the Com- 
munist-dominated movement in France and in Italy seemed apparent. Whether 
or not this split is too little and too late may be seriously tested in Italy in the 
months immediately ahead. 

Chapters 8 and 9 include an interesting discussion of the development of 
European collective bargaining, and trade union attitudes toward nationaliza- 
tion. Here, as in earlier sections of the book, the reviewer feels that Sturmthal 
is at his best in discussing France and Germany, but that the sections on 
Britain do not quite come up to this same standard. In writing of continental 
developments individual personalities stand out as the driving forces behind 
the unfolding series of events; in Britain it is institutions (the Party, the 
Trades Union Congress, the Fabian Society) rather than individuals which 
appear to have shaped history. Perhaps this is an appropriate contrast; or per- 
haps it is due to the author’s skill in sketching portraits of those persons whom 
he knows more intimately. 

In the final chapter Sturmthal concludes that full employment (more than 
95 per cent employment), price stability and free collective bargaining are in- 
compatible. His suggested policy is for “credit and fiscal authorities [to] 
undertake to maintain at all times a minimum unemployment level as close to 
the upper limit of the [price] stability range as possible,” with the recognition 
that roughly 5 per cent unemployment is a necessary corollary to price sta- 
bility. However, he points out that labor has been increasingly willing to accept 
limitations on independent bargaining as it has gained success in political 
action. “The future of most of free European labor may be situated somewhere 
between [the] two patterns” of complete control by the State, as in Communist 
countries, and complete independence, as in the United States (p. 206). 

In an appendix Sturmthal analyzes Selig Perlman’s theory of the labor move- 
ment, concluding that it is an inadequate tool in general application. He re- 
fuses to believe that intellectuals led the European worker up the garden path, 
arguing that “job consciousness” and “business unionism” can only develop 
when labor is free of the totalitarian threat. Considerable evidence is presented 
to indicate that especially since the late 1930’s, European labor has become 
much more “job conscious” and American labor much more interested in politi- 
cal action (defined by objectives rather than tactics). 

This book is a useful addition to the literature on contemporary European 
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labor movements, and could be used to good advantage as a supplementary 
text on modern European labor and Socialist history. It may not have quite 
the same reading appeal as Sturmthal’s earlier work in the field, but it largely 
makes up for this in coverage and timeliness. 

ALLAN M. CARTTER 


Duke University 


An Introduction to Trade Unionism. By G. D. H. Cote. (London: George 
Allen and Unwin Ltd. New York: Macmillan. 1953. Pp. 324. $4.25.) 


This is an entirely new book under the same title as one published by the 
author in 1918. It is designed as a textbook on British unionism, with inciden- 
tal remarks regarding American and Continental unions. Professor Cole’s treat- 
ment is descriptive, historical, and analytical. He does not hesitate to express 
his own opinion, and the subjects he treats include types and structure of 
unions, union government and internal democracy, political activities of labor, 
union bargaining and wage policies, union educational programs, and labor in 
nationalized industries and under “joint consultation.” 

To students of English trade unionism the book offers little that is new. As 
one would expect, it is well written although rather loosely organized for a text- 
book. 

Unionism in Great Britain has reached a more mature stage than in this 
country. It is, therefore, interesting to make comparisons and to speculate 
about prospective developments. Cole comments on the reduced functions and 
significance of the local branches of unions, the widespread apathy among the 
membership, and the tendency for union officials to lead middle-class lives. The 
militancy of the movement has diminished, with the widespread use of arbitra- 
tion and the policy of “wage restraint” during the postwar years. Most union 
leaders have opposed any sort of “national wage policy” as part of a program 
of economic planning. 

Cole discusses union policy as to participation in management decisions in 
nationalized industries and under joint consultation. He prefers joint decision 
about such matters as technical innovations and methods of production, the 
results to be embodied in collective agreements, rather than to have union 
leaders actually become participants in executive action. However, his discus- 
sion seems to suffer from some ambiguity, because he recognizes the need for 
unions to continue primarily as protest and protective organizations. 

Noteworthy is the fact that Great Britain has regulated by statute the amal- 
gamation of independent unions under the Trade Union Amalgamation Act of 
1917, which requires a majority of 20 per cent on a vote of not less than half 
the total membership in each union. This requirement can be evaded by dis- 
solving the smaller union and having its members join the larger union in- 
dividually. 

In recent years, a number of small textbooks on British unionism have been 
published, written by such authors as Allan Flanders, Henry Collins, and Ben 
Roberts. Much needed now is a thorough, basic study of the subject, along the 
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lines of the Webbs’ early work. Cole, who has had a lifetime of acquaintance 
with and experience in British trade unions, would seem well fitted for that 
task. 
RICHARD A, LESTER 
Princeton University 


Introduction to Collective Bargaining. By DomENIco Gacuiarpo. (New York: 
Harper & Brothers. 1953. Pp. xii, 590.) 


This volume is presented by the publisher as “designed for use by students 
in labor economics courses . . . [and] assumes only that the students have had 
a course in principles of economics.” The author provides an adequate sum- 
mary description of the book: 


For the most part, the book is a simple and generalized exposition of 
collective bargaining, its agencies and processes. The first part presents 
the development of unions and the general framework within which bar- 
gaining takes place; the second part deals with the mechanics of nego- 
tiations and the contents of agreements; the third part is concerned with 
economic and political aspects of unions and collective bargaining. 


The first part comprises approximately one-third of the book; considerably 
more space is given to the early history of the American labor movement and 
te a detailed description of contemporary trade union structure than is typical 
of introductory textbooks in this field. The second part comprises nearly one- 


half of the book; the treatment follows a conventional topical format (union 
security, seniority, working time, etc.), with many illustrations of contract 
provisions. The third part, covering approximately 125 pages, is comprised of 
three sections: one addressed to economic aspects of collective bargaining; a 
second dealing with the effects of unions upon capitalism; and a final chapter 
consisting of the author’s avowed personal opinions on various issues concern- 
ing the significance of collective bargaining in the contemporary scene. The 
book is crammed with empirical descriptive material and abounds in concrete 
illustrations. The author’s style is direct, simple, brisk and readable through- 
out. 

In view of the plethora of current textbooks designed for introductory 
courses in labor economics and labor relations, it seems appropriate to apply 
to any new entry the conventional alternative criteria: does the book in- 
corporate significant new or different materials in a useful manner; or does it 
analyze and present familiar data in such a way as to achieve greater clarity 
of statement, fresh insights, or a more comprehensive integration of data 
within a coherent system of analysis. It is with regret that this reviewer must 
state that in his judgment the present volume meets neither criterion. 

In general approach, the book comes closest to achieving some distinctive- 
ness in the relatively greater emphasis upon the history and organization of 
the American labor movement, on the premise that “the attitudes and actions 
of unions . . . are indelibly colored by that history and structure” (p. xi). This 
is an eminently sound premise and it is in this area that many introductory 
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texts are seriously deficient. Unfortunately, however, the author’s treatment 
of this area does not fulfill its promise. His description of contemporary trade 
union structure is full and accurate, but for some unexplained reason the his- 
torical account is largely confined to the period prior to 1886; of the fifty 
pages given to the historical summary, only five treat the period since 1886. 
Secondly, for the period prior to 1935, no mention whatever is made of public 
policy, its effect upon union development, or its significance as an indicator of 
the American social climate. Thirdly, and more serious, the historical material 
is not effectively exploited for analytical and interpretative purposes. There is 
very little explicit interpretation which utilizes the historical record to illumi- 
nate the character of the American environment, the mentality of the American 
wage earner, and the relationships between these and the structure, philosophy, 
and policies of American trade unionism. 

With reference to the alternative criterion mentioned above, the book also 
suffers from rather serious shortcomings. Most pervasive and fundamental of 
these is that the work appears to have no consistent theoretical basis or analyti- 
cal frame of reference in terms of which data are selected, ordered, evaluated, 
interpreted. As a result, the first four-fifths of the book lacks meaningful 
structure and focus. One statement or topic appears about as important as the 
next. No key issues or “problems” emerge. For example, there is nothing to dis- 
tinguish, in terms of relevance or significance, the six pages describing arbitra- 
tion clauses in collective bargaining agreements from the five pages devoted to 
national emergency disputes. In short, the book is long on descriptive detail 
and short on analysis, formulation of issues, and evaluation. 

It is true that the third section of the book is devoted in part to an analysis 
of the effects of unionism upon wages, prices, unemployment, production, 
distribution of income, etc.; but the treatment is exceedingly brief, indeed 
cursory, considering the complexity and importance of the issues involved. 
Perhaps more serious, for textbook purposes, is the almost complete absence 
of any systematic exposition of the terms, concepts, and methods of labor 
market analysis which would permit the student to follow and to evaluate the 
author’s general argument and broad conclusions. The book would thus seem to 
be unsuitable for any course in which the instructor wished to emphasize 
the economic aspects of the labor market and of collective bargaining. 

Among other deficiencies of coverage or treatment which might be men- 
tioned are: (a) the treatment of public policy in an historical vacuum and 
largely in terms of a mere description of the current federal legislation; (b) the 
cursory treatment of national emergency disputes and the basic issues in- 
volved; and (c) the absence of any discussion (except in some fragmentary 
comments in the final chapter) of the increasingly important issues of internal 
union government. Readers familiar with the flood of textbooks appearing in 
this field in recent years will scarcely need to be reminded that the present 
volume is by no means the only one suffering from the deficiencies enumerated 
above or others equally serious. 

J. B. 

University of Washington 


THE AMERICAN ECONOMIC REVIEW 


Population; Social Welfare and Living Standards 


Introduction to Malthus. Edited by D. V. Giass. (New York: John Wiley and 
Sons, Inc. 1953. Pp. x, 205. $2.75.) 

This slim volume is probably as good an introduction to Malthus as one can 
hope to find if reading time is limited. It contains three essays prepared 
originally for the B.B.C. Third Program, and two reprints from Malthus. 

The virtues of this volume can be stated with dispatch: (1) it is short—it 
can be read in several hours; (2) the style, for the most part, is unornamental, 
clear, and highly readable; (3) the reprints from Malthus represent an excel- 
lent and almost final view of Malthus on population in an exceedingly short 
compass; and, (4) the essays are, on the whole, a fair and considered commen- 
tary in a field where extreme positions are common. This little book should cer- 
tainly prove useful for undergraduate supplementary reading, to graduate stu- 
dents who are not specialists in population, as well as to the general reader for 
whom the essays were presumably intended. 

The first contribution, by H. L. Beales of the London School of Economics, 
places Malthus’ work on population in its historical context. Much of the dis- 
cussion deals with the relationship between the Essay on Population and the 
debate on the Poor Laws. The twenty or so pages are richly studded with 
names of Malthusian antecedents, contemporaries, opponents, and followers. 
While the numerous characters presented within these narrow confines cannot 
be clearly defined nor their relationship to Malthus adequately explored, they 
do nevertheless whet our appetite for the historical setting. Apart from ques- 
tions of selection, few economists would quarrel with Beale’s rapid bird’s-eye 
view of the historical scene, although many would indeed question his final 
evaluation of the Essay. For Beale asserts that, ““The historian’s estimate of the 
Essay on Population is usually far on this side of idolatory. He sees it in rela- 
tion to contemporary fact and to post-Malthusian development, and to his 
pragmatic sight it appears largely irrelevant to both.” 

Beale’s conclusion appears to be an especially strange one in view of the 
fact that the contribution of David Glass, which follows, represents by example 
a contradiction of Beale’s unsupported thesis. In discussing Ireland, Glass re- 
veals a case where both a Malthusian situation existed and one where the 
Malthusian solution of late marriage was employed. Glass’s discussion of 
German experiments in practical Malthusianism, as well as his discussion of 
the Neo-Malthusian birth control movement hardly give one the impression 
that the Essay was irrelevant to historical events. 

Alan T. Peacock is the economist on the team. In his contribution he carries 
on a little running argument with himself, pro and con, about the economic 
objections and merits of the theory. His ruminations touch on the well-known 
contentions of the Neo-Malthusians and their adversaries: to the effect that 
(1) Western experience does not bear out the gloomy prophesies implied in the 
Essay; (2) that population growth may be a stimulant to economic activity 
and the per capita level of output rather than a deterrent; and, (3) that at 
best the principle of population is a conditional hypothesis which may apply to 
underdeveloped areas, but it is not a universal one. On the other hand, it is 
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conceivable that if the rate of population growth had been slower, the level of 
living in many areas would be higher. 

On the population aspects of the underdeveloped areas problem, Peacock 
asserts that the Malthusian theory is probably applicable in the short run but 
not in the long run. He claims that the situation is probably not as bad as the 
Neo-Malthusians would lead us to believe. His reason, one that this reviewer 
finds rather curious, is that some capital projects are largely labor-using. But, 
if population growth tends to eliminate temporary increases in per capita out- 
put, it makes little difference whether the initial increase in output is created 
by labor-using or capital-using projects. Peacock further appeals to the hope 
that perhaps the spread of birth control will eliminate the population hurdle, 
but he gives us little reason why we should seriously entertain such a hope. 
The discussion is somewhat inconclusive. 

The final essay is the reprint of Malthus’ pamphlet A Summary View of the 
Principle of Population. Here, in some sixty or so pages we have a terse and 
final version of the original Essay. In some respects this is a better version than 
any editions of the Essay for it omits some of its earlier ill-considered state- 
ments while it includes most of the interesting statistical evidence that he pre- 
sented earlier to support his thesis. The reviewer suspects that to many readers 
Malthus’ contribution will not prove to be the least interesting and significant 
of those contained in this volume. 

HarveEY LIEBENSTEIN 

University of California, Berkeley 


Income Redistribution and Social Policy. Edited by ALAN T. PEACOCK. 
(London: Jonathan Cape. 1954. Pp. 296. 25 s.) 


This book comprises seven uneven but on the whole stimulating and often 
pioneering studies in the field of income redistribution via public finance. Most 
of them reflect the influence and use the tools of T. Barna’s important book, 
The Redistribution of Incomes through Public Finance in 1937. The first two 
are theoretical and will be read for the concepts they develop. The last five 
are institutional studies of the impact of taxing and spending on distribution of 
income in Denmark, France, United Kingdom, United States, and ‘“Under- 
developed Territories.” The country studies will be valued by those interested 
in governmental programs per se (é.g., social security systems) or in the 
economy of the countries covered, and also will be scrutinized by the.statisti- 
cian and income analyst concerned with the further development and refine- 
ment of techniques of measuring income redistribution. 

Harry G. Johnson has given us a highly original and stimulating discussion of 
the social interaction of consumption functions. He assumes that interdepend- 
ence may take one of two major forms: (1) the amount one spends is a function 
of one’s own income and that of all other individuals, or (2) it is a function 
of one’s own income and that of those of one’s own group—persons with whom 
one is in direct contact. In an orderly theoretical framework he develops a 
theory of interaction which differentiates the “competitive society” (in which 
everyone is concerned with keeping ahead of those further down the income 
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scale) and the “emulative society” (in which everyone is attempting to catch 
up with those of higher income). He makes use of ingenious tools called the 
“interdependence multiplier” and the “reaction coefficient” and he achieves 
complex and unorthodox results—a far cry from the traditional conclusion that 
income redistribution from richer to poorer will necessarily raise aggregate con- 
sumption. Veblen would have been charmed with this refinement of his thesis. 

Denstone Berry, in a brief survey chapter on “Modern Welfare Analysis and 
the Forms of Income Redistribution,” is concerned mainly with “welfare rank- 
ings” of different forms of taxation (and subsidies), and particularly discusses 
the literature relating to the distortions in productive allocations and incentives 
occasioned by specific taxes. Berry concludes that the twin goals of optimum 
distribution of income and optimum allocation of resources between uses are 
incompatible. One must resort to a politically determined compromise between 
“equity” and “efficiency.” As redistribution programs grow in scope, dis- 
advantageous resource allocations are likely to become more onerous. 

K. Lemberg, N. Ussing and F. Zeuthen provide a pioneering study of income 
redistribution in Denmark. It gives a good picture in statistical and descriptive 
terms of that modern welfare state and, unlike the other studies, has a broader 
orientation than fiscal policy. The statistical methods employed appear to be 
crude and perhaps necessarily rather oblique, and are not very fully analyzed 
or defended. Results are modestly and tentatively set forth, and concern broad 
occupational groups rather than detailed income brackets. The principal con- 
clusion is that unoccupied or retired persons benefit by substantial income 
redistribution from employees and the self-employed. This is the result of the 
fact that the “main emphasis in Danish social legislation is on cash benefits to 
indigent persons rather than on direct or indirect support for the relief of 
family responsibilities in respect of persons gainfully employed.” Considerable 
vertical income redistribution exists in Denmark—much more through social 
benefits than through the progressiveness of taxation, but it is anything but 
complete. The study estimates that actual transfer of income vertically is 17.5 
per cent of the amount which would be required to achieve flat equality (p. 
84.) 

Georges Rottier and Jean Francois Albert’s pioneering chapter on France 
gives plentiful evidence of handicap because of the sparse statistical resources 
of that country. By necessity, methods employed appear very crude in compari- 
son with the British and American studies. As a study of income redistribution, 
the chapter appears rather tentative and inconclusive, but it does contain an 
admirable summary of the complex French social security program. Unlike the 
British and American studies no attempt is made to measure redistribution as 
it relates to income groups. Rather, the focus is upon broad occupational 
groups: (1) nonagricultural wage and salary earners, (2) the “independents,” 
(3) farmers and (4) farm laborers. The “independents” are found to be sub- 
sidizing other groups, especially the farm groups, and more particularly farm 
laborers. The major conclusion in which confidence is expressed is that farm 
laborers have made a net gain; the average income per head of the other three 
groups has been affected by 6 per cent or less—a change which “should be 
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ignored, not only because of the error in our calculations, but also because of 
the inadequacy of the data used .. .” (p. 124). 

The important British and American chapters represent major studies in a 
field already well worked over. Both studies rely upon and critically refine the 
work of their predecessors. They are highly sophisticated both as to methods 
and sources employed and should unquestionably be ranked high. 

The fundamental difficulties with this type of enterprise are everywhere 
evident in these two studies—the inevitability of accepting simple, trite and 
partially untrue incidence assumptions, the necessity of making arbitrary 
decisions in distributing burdens and benefits. These decisions—fundamental 
determinants of the conclusions— are set forth with somewhat more frankness 
and defense than in most social studies, but even here, when all is said and 
done, the reader must rely fundamentally upon the statistical judgment of 
the writer, and cannot reallly go behind the scenes. This reader is left with the 
conclusion that either studies should be very tersely presented, with a mini- 
mum of “alternative assumptions” and complex explanations of methodology, 
or they should be absolutely complete. These studies are neither, doubtless 
because of the cruelty of the editor or publisher. 

Alfred H. Conrad’s ninety-page American redistribution study is particularly 
impressive and valuable for its scope, completeness and willingness to explore 
numerous alternative assumptions. He attempts to measure the impact of 
government policy upon personal income distribution using $1000 income in- 
tervals up to $5000, a $5000 to $7500 class, and an all-over-$7500 class. In 
his allocation of taxes by income groups, Conrad comes to the interesting con- 
clusion that there is not only a “significant regression” from the first to the 
second $1000 bracket (a well-known phenomenon) but also from the fifth to 
the sixth (as one goes from the $4000-$5000 to the $5000-$7500 group) be- 
cause the latter is not heavily assessed for social security or corporate profit 
taxes. Above the $7500 level, the burden of the tax structure again increases 
with income. In light of this unorthodox conclusion (paralleled in some re- 
spects by the studies in the March 1952 National Tax Journal), it is most 
unfortunate that Conrad could not continue his income analysis upward in 
$1000 intervals beyond $5000 so that it would have been possible to localize 
more accurately this reversion to regressivity. 

Conrad holds that it is the effect of American government outlays, particu- 
larly direct monetary transfers, that give the whole system a pronounced pro- 
gressive and levelling effect. “Between the first and final concepts, the share 
of the lowest bracket . . . has almost tripled, while the share of the top groups 
is reduced by more than one-quarter.” The intermediate income brackets ex- 
hibit consistency between these two poles, and show none of the erratic rever- 
sions to regressivity characteristic of the tax structure taken alone. 

Alan T. Peacock and P. R. Browning’s chapter on Great Britain represents 
a critical recheck and re-evaluation of the data on British redistribution, and 
contains high-grade commentary on the methods employed by other leading 
students of this subject. They particularly challenge the well-known position 
of F. Weaver that postwar redistribution in the United Kingdom is primarily 
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horizontal rather than vertical. By attributing to the different classes only 
that part of the government’s receipts which is spent on social services and 
comparing this allocation with the benefits received, they reveal a “substantial” 
vertical redistribution (p. 160). 

T. B. Lim’s chapter on underdeveloped territories is a brief but valuable syn- 
thesis of contributions from different sources and of fresh research. Data are 
presented concerning the tax and welfare programs of a number of underde- 
veloped territories—countries and colonies. Perhaps the very high degree of 
similarity discovered warrants Lim in generalizing as though his work had 
covered all such areas. Underdeveloped countries are depicted as relying prin- 
cipally upon regressive taxation. Welfare programs are vestigial and reach 
but a small proportion of the population. Administrative costs are high, and the 
masses often do not take advantage even of the modest services provided. More 
progressive taxes are gradually being introduced, and social services broadened. 
At the present time, however, most of the income redistribution must be de- 
scribed as “horizontal” rather than “vertical.” Lim concludes that a substantial 
increase in general well-being must await an improvement in productivity and 
cannot be achieved through redistribution, helpful as the latter may be. 

RusBy TURNER Norris 

Connecticut College 


The Problem of Abuse in Unemployment Benefits: A Study in Limits. By 
JosepH M. Becker. (New York: Columbia University Press. 1953. Pp. 
xXx, 412. $6.50.) 


This is a competent piece of work, for which the author prepared himself 
fully, even elaborately, and which he executed with knowledge. The present 
reviewer was not sufficiently aware of the extraordinary importance attached 
to the problem in legislative and other quarters. He is reassured to find that 
in the reconversion period 1946-47, when conditions were favorable to fraud 
and nonwillful error, probably “on the average about 1 percent of benefits (and 
of beneficiaries each week) were improper, and about 6 or 7 percent of bene- 
ficiaries over the year.” The investigation left the author with “an especially 
strong impression that unemployment benefits exerted no significant effect on 
the level of employment and the progress of reconversion.” Dr. Becker seems 
to share the view that “even in the reconversion period the system as such was 
not discredited.” 

The author calls this national survey ‘a study in limits” for the excellent 
reason that quantitative definition cannot go beyond marking out worst and 
best experience. Peculiarities of the interval under scrutiny, of the then com- 
position of the labor force, and differences in localities combine with other 
special elements and countless variable to restrict conclusions to cautious ap- 
proximations. This does not mean that the tables reporting in numerical form 
the results of inquiries into the many aspects of the problem lack significance. 
Becker is insistent, however, that they require to be studied with awareness 
of the prevailing situation, and that allowances must be made in applying 
conclusions from his data to another time. Quite apart from the light the 


- 
4 
‘ 
. 
iy 
x i 
. 
hy 
‘ 
if 


BOOK REVIEWS 719 


author throws on misuse of unemployment compensation, his study has value 
as a judicious combination of quantitative and qualitative analysis. 

In its detailed exhibits this is a study of the most practical importance to 
administrators of unemployment compensation and related systems. Whether 
legislators, as the author hopes, will avail themselves of its pointings is more 
doubtful because of the complexity of the material, but surely their specialized 
advisors and those who actually draft measures for enactment will be informed 
and guided by such an illuminating discussion. 

Unemployment compensation and connected public provisions against eco- 
nomic fatalities of the individual are now sufficiently matured in this country 
to afford an increasing number of specialized examinations of experience. 
David Colin’s Law of Unemployment Insurance in New York (1950) was 
an earlier one which, like the present, sets a standard for further inquiry. We 
shall be fortunate if other investigators hold so actively in mind the mutual 
dependence of administrative performance and social policy. 

One puts down the present volume with the sobering reflection that the most 
serious abuses are those chargeable not to individuals so much as to the 
economy itself, or to the effort, or lack of effort, of the organized community to 
control or condition the economy. This broaches enormous complications, politi- 
cal and military as well as industrial. But the conscious conduct of society 
which absorbs millions of workers into the armed services and into war pro- 
duction, and then discharges them suddenly into a labor market only imper- 
fectly supported must be the real cause of our concern. We are unwilling to 
release persons from their obligation to act with responsibility and as much 
knowledge as they can muster, but if our communal decisions are violent, un- 
expected, and on a prodigious scale, the behavior of individual workers must 
be miscalculated and often culpable. 

Broapus MITCHELL 

Rutgers University 
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50 s.) 
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Puetps, C. W. Instalment sales financing: its services to the dealer. Stud. in consumer 
credit no. 2. (Baltimore: Commercial Credit Co. 1953. Pp. vii, 98.) 

Spaur, W. E. Demonetizing the federal debt. (New York: Economists’ Nat. Committee on 
Monetary Policy. 1953. Pp. 50.) 

WauitTLesey, C. R. Principles and practices of money and banking. (New York: Macmillan. 
1954. Pp. xiii, 579. $6.25.) 

Annual report of the Federal Deposit Insurance Corporation for the year ended December 
31, 1953. Pt. 1, Operations of the corporation. (Washington: Fed. Deposit Ins. Corp. 
1954, Pp. 22.) 

The Federal Reserve System—purposes and functions. 3d ed. (Washington: Board of 
Governors of the Fed. Res. System. 1954. Pp. xiii, 208.) 

Federal savings and loan branches. Hearings before a subcommittee of the Senate Com- 
mittee on Banking and Currency, a bill to amend the Home Owners’ Loan act of 1938, 
as amended. (Washington: Supt. Docs. 1954. Pp. 206.) 


Business Finance; Investments and Security Markets; Insurance 


GraHaM, B. The intelligent investor—a book of practical counsel. Rev. ed. (New York: 
Harper Bros. 1954. Pp. xiv, 272. $3.50.) 

Lucas, G. G. R. and Wuerry, R. H. Insurance—principles and coverages. With a suppl. 
Policies and forms. (New York: Rinehart. 1954. Pp. xvii, 374; 85. $5 text; $1.25, suppl. ; 
$5.75, combined.) 

Rossins, S. M. Managing securities. The basic principles of investment. (Boston: Hough- 
ton Mifflin. 1954. Pp. x, 598. $6.) 

Securities Exchange act amendments. Report from the Senate Committee on Banking and 
Currency, 83d Cong., 2nd sess. (Washington: Supt. Docs. 1954. Pp. 29.) 


Public Finance 

Butters, J. K. and others. Effects of taxation: investments by individuals. (Boston: Grad. 
School of Bus. Admin., Harvard Univ. 1953. Pp. 533.) 

Cosciant, C. Principii di scienza delle finanze. (Turin: Unione Tipografico-Editrice Torinese. 
1953. Pp. 587. L. 3000.) 

Due, J. F. Government finance: an economic analysis. (Homewood, IIl.: Richard D. Irwin. 
1954. Pp. xviii, 562. $6.) 

Groves, H. M. Financing government. 4th ed. (New York: Henry Holt. 1954. Pp. xviii, 
618. $6.) 

Hicks, U. K. British public finances: their structure and development 1880-1952. Home 
Univ. Lib. of Mod. Knowledge No. 227. (New York: Oxford Univ. Press. 1954. Pp. vi, 
225. $1.) 

LauFENBURGER, H. Economie du systéme fiscal francais national et local. Vol. II of Traité 
d’économie et de legislation financiére (Sth ed. rev.). (Paris: Ed. du Recueil Sirey. 1954. 
Pp. 364.) 

Letanp, S. E. Needed—new municipal revenues. (Washington: U. S. Conf. of Mayors. 
1953. Pp. 24.) 

SHoup, C. S. Cours de sciences financiéres. (Paris: Les Cours de Droit. 1954. Pp. 239, 
mimeo.) 

Lectures given in the first semester 1953-54 at the Faculté de Droit de Paris. 

WeIse, H. Das Wirtische Einkommensteuerrecht in wirtschaftlicher Sicht. Kieler stud. 27. 
(Kiel: Inst. fiir Weltwirtschaft an der Univ. Kiel. 1954. Pp. viii, 202.) 

Wixes, G. C. Taxation of the forest industries in Ontario. (Toronto: Univ. of Toronto 
Press. 1954. Pp. ix, 102. $2.) 
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Consumption taxes and tax reform. Stud. bus. econ. no. 41. (New York: Nat. Indus. Conf. 
Board. 1953. Pp. 88.) 

Excise Tax Reduction act of 1954. Hearing before the Senate Committee on Finance, 83d 
Cong., 2nd sess., March 15, 1954. (Washington: Supt. Docs. 1954. Pp. 307.) 

Federal-state-local tax correlation. A symposium. (Princeton: Tax Institute. 1954. Pp. viii, 
248. $5.) 

Municipal and intergovernmental finance in the United States, 1932, 1942, 1952. (Washing- 
ton: U. S. Conf. of Mayors. 1953. Pp. 31.) 


International Economics 


Brarnarp, H. G. International economics and public policy. (New York: Henry Holt. 1954. 
Pp. xii, 706. $6.) 

Core, H. and SHanxs, M. Policy for the sterling area. Fabian tract no. 293. (London: 
Fabian Pub. and Gollancz. 1953. Pp. 32.15s., 6 d.) 

Day A. C. L. The future of sterling. (New York: Oxford Univ. Press. 1953. Pp. vi, 257. $2.) 


Faroppa, L. A. Estados Unidos debe modificar su politica monetaria internacional. (Monte- 
video : Inst. de Econ. Monetaria y Bancaria. 1953. Pp. 44.) 

Hinricus, A. F. lowa and world trade—an economic analysis of the first Congressional 
district of lowa. (Washington: Committee for a Nat. Trade Policy. 1954. Pp. 59, mimeo.) 

This study, possibly the first of a number of such studies undertaken for the Com- 
mittee for a National Trade Policy and resulting from their belief that putting the prob- 
lem of trade policy in local terms will render it more easily understandable to the people 
of a given community, deals with the impact of world trade on the 1st Congressional 
district of Iowa. 

The method of presentation adopted is to divide the industries of the locality into 
three groups: those for which foreign countries provide a considerable market, those 
for which foreign trade is of negligible importance, and those which are import-com- 
peting. (This last group contains the only industry in the locality which depends to a large 
degree on protection.) The author finds that, in terms of employment, the first group 
is relatively large, while the last is relatively small, and concludes that a relatively liberal 
trade policy is of benefit to the community. 

The most interesting feature of the study is that it was partly based on field inter- 
views. These interviews indicate that a large number of interested members of the com- 
munity had no clear notion of the way in which the activities of the community fitted 
into the pattern of world trade. This resulted partly from the fact that they failed to 
realize that Canada is a foreign country and partly from the fact that they dealt largely 
with Eastern outlets and did not see that part of what was sold to these outlets was 
then exported 

The work is almost totally lacking in the application of those welfare criteria which 
one usually uses in estimating the net benefits of international trade. While it is admit- 
tedly difficult to present these in a form which is understandable to the general public, 
it seems dangerous to appeal for support for an economic policy on the basis of a narrow 
conception of self-interest, particularly at the local level. 

Matacu, V. W. International cycles and Canada’s balance of payments 1921-33. (Toronto: 
Univ. of Toronto Press. 1954. Pp. xii, 154. $3.) 

Meape, J. E. Problems of economic union. (London: Allen and Unwin. 1953. Pp. 102.9 s., 
6d.) 

Mixkesett, R. F. The emerging pattern of international payments. Essays in internat. fin. 
no. 18. (Princeton: Internat. Fin. Section, Princeton Univ. 1954. Pp. 26.) 

. Foreign exchange in the post-war world. (New York: Twentieth Century Fund. 

1954. Pp. xv, 658. $5.) 

SarpA, J. Uniones aduaneras y uniones economicas. (Madrid: Aguilar, S.A., de Ediciones. 
1953. Pp. xx, 233. 50 ptas; cloth, 60 pts.) 
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This concise volume is a scholarly, historical work on the origins and development of 
various European economic and customs unions. These included are the Zollerein, the 
Austro-Hungarian customs union, the Swiss customs union, the Italian economic uni- 
fication of 1847-57, the commercial and industrial integration of Austria and other 
European territories by the German Reich during 1938-40, the Benelux, and the Euro- 
pean Payments Union. The larger portion of the book is devoted to a discussion of the 
Zollverein, the Benelux, and the European Payments Union. The political history of each 
union is developed. The economic factors present in each sector of the union which have 
led to the latter’s formation are analyzed: the structure of production in each sector; the 
composition and volume of exports and imports of each sector with both the rest of the 
world and with one another; the monetary system and fiscal measures of each sector; 
etc. In the light of this analysis the reasons for the success or failure of the various unions 
are suggested. In the lengthy appendices such diverse topics are discussed as the tariff 
aspects of the formation of the United States of America; the relationship of the Havana 
Charter to customs unions; and the theoretical literature on customs unions. The last 
is excellent and demonstrates the inadequate state of economic theory on this matter. A 
selected bibliography, primarily of French and German sources, completes this useful 
volume. 

Sniper, D. A. Introduction to international economics. (Homewood, IIll.: Richard D. 
Irwin. 1954. Pp. xix, 472. $6.) 

Tuorp, W. L. Trade, aid, or what? A report based upon a conference on International 
Economic Policy at the Merrill Center for Economics, Summer-1953. (Baltimore: Johns 
Hopkins Press. 1954. Pp. xv, 224. $4.50.) 


East-West trade. Hearing before the Subcommittee on Foreign Economic Policy of the 
House Committee on Foreign Affairs, 83d Cong., 2nd sess., Feb. 16, 1954. (Washington: 
Supt. Docs. 1954. Pp. 40.) 

East-West trade trends. Mutual Defense Assistance Control act of 1951 (the Battle Act) 
fourth report to Congress, second half of 1953. (Washington: Supt. Docs. 1954. Pp. vi, 
102.) 

Economic survey of Europe in 1953 including a study of economic development in South- 
ern Europe. UN pub. no. 1954. II.E.2. Prepared by the Research and Planning Div., 
Econ. Com. for Europe, Geneva, 1954. (New York: Columbia Univ. Press. 1954. Pp. 
xii, 314. $2.50.) 

A fiscal analysis of the international operations of the United States for the fiscal years 
1953, 1954, and 1955. Thirteenth intermediate report of the House Committee on Govern- 
ment Operations, (Washington: Supt. Docs. 1954. Pp. 10.) 

Foreign exchange regulations in Great Britain. Suppl. 9. (Basle: Bank for Internat. Settle- 
ments. 1954. Pp. 60. Sw. fr. 80.-.) 

The international flow of private capital 1946-1952. Prepared by the Dept. of Econ. Affairs. 
UN pub, 1954. II.D.1. (New York: Columbia Univ. Press. 1954. Pp. v, 61. 40¢.) 

Réglementation du commerce de Vor et des devises en Belgique et au Grand-Duché de 
Luxembourg. Supp! 5. (Basle: Bank for Internat. Settlements. 1954. Sw. fr. 40.-.) 


Réglementation des paiements avec l’étranger-Suisse. Suppl. 7. (Basle: Bank for Internat. 
Settlements. 1954. Pp. 170. Sw. fr. 16.-.) 

Retail price comparisons for international salary determination. Stat. papers. ser. M, no. 
14, add. 1. UN pub. 1954. XVII.1. Statistical Office, Dept. of Econ. Affairs. (New York: 
Columbia Univ. Press. 1953. Pp. 35. 30¢.) 

Study of Export-Import Bank and World Bank. Hearings before the Senate Committee 
on Banking and Currency, 83d Cong., 2nd sess. (Washington: Supt. Docs, 1954. Pp. 771.) 


Study of Latin American countries. Interim report of the Senate Committee on Banking 
and Currency, 83d Cong., 2nd sess., of operations in Latin American countries of the 
Export-Import Bank and the International Bank and their relationship to the expansion 
of international trade. (Washington: Supt. Docs. 1954. Pp. 648.) 
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A study of trade between Asia and Europe. UN pub. 1953. IL.F.3. Prepared by the U. N. 
Secretariats of ECAFE, ECE and FAO, Dept. of Econ. Affairs, Geneva. (New York: 
Columbia Univ. Press. 1953. Pp. viii, 146. $1.50.) 

Trade Agreements Extension act of 1953. Statements submitted to the Senate Committee 
on Finance and summary of testimony on related provisions of H. R. 4294 before the 
House Committee on Ways and Means, 83d Cong., 1st sess. (Washington: Supt. Docs. 
1953, Pp. 600.) 

United Nations Sugar Conference, 1953—a summary of proceedings. UN pub. 1953. II.D.3. 
(New York : Columbia Univ. Press. 1953. Pp. v, 38. 40c.) 


B i A 1 

Betuet, L. L., Atwater, F. S., Smitn, G. H. E., and Stackman, H. A., Jr. Essentials of 
industrial management. (New York: McGraw-Hill. 1954. Pp. ix, 449. $5.50.) 

Biankertz, D, F., Ferser, R., and Wares, H. G. Cases and problems in marketing re- 
search. (New York: Ronald Press. 1954. Pp. vii, 339. $5.) 

CruicksHankK, H. M. and Davis, K. Cases in management. (Homewood, IIl.: Richard 
D. Irwin. 1954. Pp. xvi, 221. $3.25.) 

Fintay, W. W., Sartatn, A. I. and Tate, W. M. Human behavior in industry. (New York: 
McGraw-Hill. 1954. Pp. xi, 247. $4.) 

“This book was written to assist men in industry—executives, supervisors, and fore- 
men—in meeting and solving the personnel and human-relations problems which con- 
stantly confront them on the job.” (From the preface.) 

Finston, H. V. Multipump filling stations: an economic appraisal. New Mexico stud. in 
bus. and econ. no. 2. (Albuquerque: Bur. Bus. Research, College of Bus. Adm., Univ. of 
New Mexico. 1954. Pp. 68. $1.25.) 

Forts, F. E. Introduction to industrial management. 4th ed. (New York: McGraw-Hill. 
1954. Pp. xii, 684. $6.50.) 

Frascona, J. L. Business law—text, statutes, and glossary. (Homewood, Ill.: Richard D. 
Irwin. 1954. Pp. xii, 961. $6.75.) 

Goopman, O. R. Sales forecasting. A case study approach. Wisconsin Commerce Rept. 
III(S). (Madison: Bur. Bus. Research and Service, Univ. of Wisconsin. 1954. Pp. 149. 
$1.15.) 

Kaun, L. B. A study of the operational fractionation of inventory at NSC, Oakland. 
(Oakland, Calif.: Stat. Div. Planning Dept. Naval Supply Center. 1954. Pp. 34.) 

Owens, R. N. Introduction to business policy. (Homewood, Ill.: Richard D. Irwin. 1954. 
Pp. xv, 474. $6.) 

Prianty, E. G. and Freeston, J. T. Developing management ability: 600 questions and 
answers. (New York: Ronald Press. 1954. Pp. xii, 447. $7.) 

TersorcH, G. Realistic depreciation policy. A MAPI stud. (Chicago: Machinery and 
Allied Products Inst. 1954. Pp. xxiv, 197. $6.) 

Vitters, R. The dynamics of industrial management. (New York: Funk and Wagnalls. 
1954. Pp. xix, 546. $5) 


Industrial Organization; Public Regulation of Business 
Apams, W., editor. The structure of American industry. Rev. ed. (New York: Macmillan. 
1954. Pp. xvii, 590. $5.75.) 
ANSHEN, M. and Wormutu, F. D. Private enterprise and public policy. (New York: 
Macmillan. 1954. Pp. xix, 742. $6.75.) 


BaRTHOLOMEW, P. C. Summaries of leading cases on the constitution. (Ames, Iowa: 
Littlefield, Adams. 1954, Pp. xxv, 334. $1.75.) 
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This is a useful reference book for economists, including as it does summaries of the 
important cases on such subjects as: minimum wage laws and due process, state legislation 
and interstate commerce, public purpose in taxing and spending, intergovernmental 
taxation, antitrust legislation and labor, labor legislation, interstate commerce control, 
federal monetary powers, antitrust legislation, agricultural legislation. 

Carxin, H. C. and Fisnpern, M. H., compilers. Select list of documents in the records 
of the National Recovery Administration. (Record group 9.) (Washington: The National 
Archives, Nat. Archives and Records Service. 1954. Pp. v, 190.) 

Guosu, M. K. and Praxasu, O. M. Principles and problems of industrial organization. 
Rev. and enlarged ed. (Allahabad: Indian Press. 1953. Pp. vii, 815, ix. Rs. 11/-.) 

HaussMann, F. Die Offentliche Hand in der Wirtschaft. Eine Allgemeine Betrachtung 
unter Beriicksichtigung der deutschen Wirtschaft. (Munich and Berlin: C. H. Beck’sche 
Verlagschuch-handlung. 1954. Pp. 128.) 

Lang, R. E. The regulation of businessmen—social conditions of government economic 
control. (New Haven: Yale Univ. Press. London: Geoffrey Cumberlege. 1954. Pp. xiii, 
144. $3.75.) 

“The material which follows is designed to bring into focus some of these social and 
personal aspects of regulation not reached by more orthodox investigation and theory. 
Thus it deals with business idealogies and the roles businessmen assume, with the impact 
of altered power relationships, the displacement of critical attitudes over time, the 
model points of business-government friction, violation of the law as a product of 
cultural isolation, and the lines of therapy which an awareness of these new dimensions 
might suggest.” (From the preface.) 

Prant, A. The new commerce in ideas and intellectual property. Stamp memorial lecture. 
(London: Athlone Press, Univ. of London. 1953. Pp. 36. 2 s., 6 d.) 

Annual report of the Senate Select Committee on Small Business. (Washington: Supt. 
Docs. 1954. Pp. 170.) 

Federal antitrust laws 1953. Papers delivered at the Summer Institute on International and 
Comparative Law, Univ. of Michigan Law School, June 17-19, 1953. (Ann Arbor: Univ. 
of Michigan Law School. 1954. Pp. xiii, 321.) 

Report of the Federal Trade Commission on changes in concentration in manufacturing 
1935 to 1947 and 1950. (Washington: Supt. Docs. 1954. Pp. 153. 45¢.) 

Small Business Administration, 1st semi-annual report. Covering operations between Aug. 
1, 1953 and Jan. 31, 1954. (Washington: Supt. Docs. 1954. Pp. 116.) 

Stockpile and accessibility of strategic and critical materials to the United States in time 
of war. Hearings before the Special Subcommittee on Minerals, Materials and Fuels 
Economics of the Senate Committee on Interior and Insular Affairs, 83d Cong., 1st sess., 
Oct. 20-24, 1953. (Washington : Supt. Docs, 1953. Pp. 351.) 

Third annual report of the activities of the Joint Committee on Defense Production, 83rd 
Cong., 2nd sess., together with materials on defense production and controls. (Washing- 
ton: Supt. Docs. 1954. Pp. 313.) 


Public Utilities; Transportation; Communications 


Be.itsky, A. H. The St. Lawrence river project. Pub. no. 12. (Syracuse: Grad. Econ. 
Seminar of Syracuse Univ. 1954. Pp. 20. 50c.) 

CurriE, A. W. Economics of Canadian transportation. (Toronto: Univ. of Toronto Press. 
1954, Pp. vii, 727. $10.) 

Forster, K. Wasserstrassen und Raumplanung. (Munich: Schriftenreihe des Zentral- 
Vereins fiir deutsche Binnenschiffahrt e V. 1954. Pp. 103.) 

Annual bulletin of transport statistics 1952. Pub. by the ECE Transport Div. UN pub. 
1954, II.E.1. (New York: Columbia Univ. Press. 1954. Pp. v, 110.) 
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Power policy. Hearings before a subcommittee of the Senate Committee on the Judiciary, 
3d Cong., 1st sess., Dec. 7-10, 1953. (Washington: Supt. Docs. 1954. Pp. 485.) 


Industry Studies 


BALAKRISHNA, R. Measurement of productivity in Indian industry. (Madras: Univ. of 
Madras. 1954. Pp. vii, 288. Rs. 15/-.) 

Leasing of industrial equipment. Background statement and summary of CTA Committee 
on Leasing of Capital Goods study to date, CTA no. 21. (Chicago: Council Tech. Ad- 
vancement. 1954. Pp. 26.) 


Land Economics; Agricultural Economics; Economic Geography 


Coun, E. J., Jr. Industry in the Pacific Northwest and the location theory. (New York: 
Columbia Univ., King’s Crown Press. 1954. Pp. x, 214. $3.50.) 

The stated purpose of Mr. Cohn’s study is to “examine in terms of locational theory 
the industrial development of an immature, but growing, economy in an attempt to 
ascertain why a particular form of development is taking place, thereby to provide some 
evaluation of the usefulness of locational theory” (p. v). Mr. Cohn begins his study by 
stating a few well-known generalities of location theory having to do with the relation 
between the markets for inputs and outputs and the location of productive units. A further 
few pages are devoted to the listing of a number of prominent writers in the field of 
location theory and a word or two about what some of them had to say on the subject. 
The author then goes on to give, throughout the main body of the book, a not too 
detailed sketch of the geography and climate, population growth, and industry of the 
Pacific Northwest as it was in 1950, the year the study was carried out. Woven in with 
this descriptive material are the author’s speculations on such topics as economic growth, 
population growth, and location theory. The book concludes with a chapter listing those 
main factors which the author believes could, or perhaps do, check the industrial develop- 
ment of the Pacific Northwest; and a chapter containing a few general remarks on the 
industrial experience of that region as a test of location theory. 

Because, as the author himself points out (p. vi), much of the material presented here 
is second-hand, and because so many topics are so lightly touched upon within the 
compass of this small book, economists will probably find Cohn’s study inadequate, 
except perhaps as an introduction to the economic problems of the Pacific Northwest. 

Fisuer, E. M. and Fisuer, R. M. Urban real estate. (New York: Henry Holt. 1954. Pp. ix, 
502. College ed., $5.) 

Hoacranp, H. E. Real estate finance. (Homewood, IIl.: Richard D. Irwin. 1954. Pp. ix, 
515. $6.) 

Hunce, H., editor. Raum und Wirtschaft. Volkswirtschaftliche Gesantrechuung Gemeinde- 
typisierung. (Bremen-Horn: Walter Dorn Verlag for Akad. fiir Raumforschung und 
Landesplanung. 1953. Pp. 165.) 


Isenperc, G. Tragfahigkeit und Wirtschaftsstruktur. (Bremen-Horn: Walter Dorn Ver- 
lag for Adak. fiir Raumforschung und Landesplanung. 1953. Pp. 146.) 

Jones, C. F. and DarKenwatp, G. G. Economic geography. Rev. ed. (New York: Mac- 
millan. 1954. Pp. xxv, 612. $6.75.) 

Leopotp, L. B. and Mappock, T., Jr. The flood control controversy. Big dams, little dams 
and land management. Sponsored by the Conservation Foundation. (New York: Ronald 
Press. 1954. Pp. xiii, 278. $5.) 

Mitcnett, R. B. and Rapxin, C. Urban traffic—a function of land use. (New York: 
Columbia Univ. Press. 1954. Pp. xviii, 226. $5.) 

The authors find that “a major field of urban studies is opened up when one begins 
to question the sources and influences shaping the movement of people and goods in cities. 
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Change in land use is the reflection, sometimes delayed, of more fundamental changes in 
what people do on the land, in the manner of their doing it, and in the means and proces- 
ses they employ. The problem of movement of people or of goods between or among 
land uses is an aspect of the basic problems of systems of action within time and space. 
Discovery of the functions of persons and goods movement in these systems of action, 
the kinds of things people do, is the key to understanding why or when movements will 
change.” (From the preface.) 

NéEeEt, A. Le marché mondial de l’étain. Ministére des Affaires Econ., étud. et doc. sér. C3, 
1952. (Paris: Presses Univ. de France. 1952. Pp. 229, 1,000 fr.) 

PrannscHmipt, M. Die Bodenrente. In Raumwirtschaft und Raumpolitik. (Bremen-Horn: 
Walter Dorn Verlag, for Akad. fiir Raumforschung und Landesplanung. 1953. Pp. 218.) 

Wermer, A. M. and Hoyt, H. Principles of real estate. 3d ed. (New York: Ronald Press. 
1954. Pp. ix, 618. $6.50.) 

Wonsewenr, I. Politica de subvenciones en el Uruguay. (Montevideo: Inst. de Econ. 
Monetaria y Bancaria. 1954. Pp. 31.) 

Administration of the national forests. Hearings before the Senate Committee on Agriculture 
and Forestry, 83d Cong., 2nd sess., Jan. 21-22, 1954. (Washington: Supt. Docs. 1954. 
Pp. 127.) 

Construction during five decades: historical statistics 1907-52. Bur. Lab. Stat. bull. 1146. 
(Washington : Supt. Docs. 1953. Pp. 75.) 

Development of mineral resources in Asia and the Far East. Rept. and docs. of the ECAFE 
Regional Conference on Mineral Resources Development held in Tokyo, Japan, from 
20 to 30 April 1953. UN pub. 1953. IL.F.5. Prepared by Ind. Development Div., Bangkok, 
1953. (New York: Columbia Univ. Press. 1953. Pp. v, 366. $3.50.) 

Long range farm program. Hearing before the House Committee on Agriculture, 83d 
Cong., 1st sess., Pts. 11-14. (Washington: Supt. Docs. 1954. 4 pts.) 

Southern Maryland—a tobacco economy. Stud. in bus. and econ. vii, 4. (College Park: 
Bur. Bus. and Econ. Research. 1954. Pp. 32.) 

The state of food and agriculture, 1953. Pt. I, Review and outlook. (Rome: UN Food and 
Agric. Organization. 1953. Pp. 125, 5 s.) 

Survey of national measures for controlling farm prices in western European countries. 
Commodity pol. stud. no. 2. (Rome: UN Food and Agric. Organization. 1953. Pp. 70. 
3 s.,9d.) 

TVA—the use of the earth for the good of man. Published by TVA and contains the 
principal text of the Tennessee Valley Authority’s Annual Report to Congress for the 
fiscal year ended June 30, 1953. (Washington: Supt. Docs. 1954. Pp. vi, 82.) 

Water resources and economic development of the West—research needs and problems. 
Proceedings of the Water Resources Development Committee, at Berkeley, Calif., Mar. 
2-3, 1953. (Berkeley: West. Agric. Econ. Research Council. 1953. Pp. 131.) 


Labor 


Aronson, R. L. and WInDMUuLLER, J. P. Labor, management and economic growth. Pro- 
ceedings of a Conference on Human Resources and Labor Relations in Underdeveloped 
Countries. (Ithaca: N. Y. State School of Indus. and Labor Relations, Cornell Univ. 
1954. Pp. v, 251, mimeo. $2.) 

Bioom, G. F. and Norturup, H. R. Economics of labor relations. Rev. ed. (Homewood, 
Ill.: Richard D. Irwin. 1954. Pp. xvi, 784. $6.) 

BowpeENn, W. American labor and the American spirit: unions, labor-management relations, 
and productivity. Bur. Lab. Stat. bull. 1145. (Washington: Supt. Docs. 1954. Pp. 66.) 
Davis, P. and Matcuett, G. J. Modern labor economics—an analysis of labor-management 

relations. (New York: Ronald Press. 1954. Pp. xviii. 657. $6.) 
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Goutpner, A. W. Wildcat strike. (Yellow Springs, Ohio: Antioch Press 1954. Pp. 179. $3.) 

KaurMan, J. J. Collective bargaining in the railroad industry. (New York: King’s Crown 
Press. London: Geoffrey Cumberlege, Oxford Univ. Press. 1954. Pp. xi, 235. $3.75.) 

McFappen, R. C. Labor-management relations in the Illinois state service 1952. (Urbana: 
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1954. Pp. 15. 

RosENTHAL, R. J. Union security under the Taft-Hartley Act. Mo. Lab. Rev., Apr. 1954. 
Pp. 6. 

RotHusaum, M. and Ross, H. G. Intraoccupational wage diversity. Indus. Lab. Rel. Rev., 
Apr. 1954. Pp. 18. 

Somers, H. M. and Somers, A. R. The British industrial injuries insurance system. Mo. 
Lab. Rev., May 1954. Pp. 5. 

Tarre Murzi, A. Juvenile employment in Latin America. Internat. Lab. Rev., Mar. 1954. 
Pp. 19. 

Uvayié, R. The management of economic undertakings by the workers in Yugoslavia. 
Internat. Lab. Rev., Mar. 1954. Pp. 20. 

The case approach to industrial relations: the local industrial plant community, by T. V. 
Purcell, S. J. and Labor-management relations in Illini City, by M. Derber. Mo. Lab. 
Rev., Apr. 1954. Pp. 11. 


Strike-control provisions in union constitutions. Mo. Lab. Rev., May 1954. Pp. 4. 


Population; Social Welfare and Living Standards 


Conen, M. Liquid assets and the consumption function. Rev. Econ. Stat., May 1954. 
Pp. 10. 

Curtis, C. T. My proposals for improving social security. Am. Econ. Sec., Jan.-Feb. 1954. 
Pp. 10. 

Davis, J. S. Adam Smith and the human stomach. Quart. Jour. Econ., May 1954. Pp. 12. 

Face, A. “Economie et population: les doctrines frangaises avant 1800.” Population, Jan.- 
Mar. 1954. Pp. 6. 

Fisuer, P. Europas Fliichtlings- und Bevolkerungsprobleme in der Sicht des Europarats. 
Europa Archiv, May 20, 1954. Pp. 9. 

HovuTHAKKER, H. S. and Prats, S. J. Les variations de qualité dans les budgets de famille. 
Econ. Appliquée, Jan.-Mar. 1952. Pp. 14. 

Hitt, H. L. The role of migration in population change among the aged. Am. Sociol. Rev., 
Apr. 1954. Pp. 7. 

Jacossen, P. Il comitato per le migrazioni ed il problema della soverpopolazione europea. 
La Comunita Internaz., Jan. 1954. Pp. 12. 

Ona, P. Gestioni familiari e gestioni produttive: risparmio, produzione, consumi. Ris- 
parmio, Apr. 1954. Pp. 12. 

Parapiso, L. J. The recent pattern of consumption. Surv. Curr. Bus., Apr. 1954. Pp. 8. 

Perroux, F. Les cottts de Vvhomme. Econ. Appliquée, Jan.-Mar. 1952. Pp. 12. 

Sawyer, W. A. Occupational health: opportunities for labor health plans. Mo. Lab. Rev., 
Apr. 1954. Pp. 6. 

Scupper, R. and Anverson, C. A. Migration and vertical occupational mobility. Am. 
Sociol. Rev., June 1954. Pp. 6. 

Smitu, J. A method for the classification of areas on the basis of demographically homo- 
geneous populations. Am. Sociol. Rev., Apr. 1954. Pp. 7. 
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SmitH, T. L. The distribution and movements of the aged population. Jour. Bus. Univ. 
Chicago, Pt. I, Apr. 1954. 11. 

— J. R. Economic status of older people. Jour. Bus. Univ. Chicago, Pt. I, Apr. 1954. 

12. 

Stricter, G. J. The early history of empirical studies of consumer behavior. Jour. Pol. 
Econ., Apr. 1954. Pp. 19. 

Tuomas, B. Le migrazioni e la “viabilitd” economica del-PEuropa occidentale. Econ. 
Internaz., Nov. 1953. Pp. 5. 

Tompson, C. C. Financing unemployment insurance in the United States. Pol. Sci. 
Quart., Mar. 1954. Pp. 27. 

Le comité intergouvernemental pour les migrations européennes. Population, Jan.-Mar. 
1954. Pp. 10. 


Unclassified 


Catrneross, A. K. The Scottish economic society. Scot. Jour. Pol. Econ., Mar. 1954. Pp. 6. 
Rankin, M. T. The Scottish Society of Economists. Scot. Jour. Pol. Econ., Mar. 1954. 
Pp. 2. 
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SIXTY-SEVENTH ANNUAL MEETING OF THE 
AMERICAN ECONOMIC ASSOCIATION 


Hotel Statler, Detroit, Michigan, December 28-30, 1954 
Preliminary Announcement of the Program 


No central theme has been sought for in the program this year. The attempt has been 
rather to provide opportunity for presenting results of current research, with preference in 
selection of papers given to the younger scholars who have not participated actively in the 
program in recent years. 


Tuesday, December 28 


10:00 a.m. Meeting of the Executive Committee 


12:30 P.M. 
2:30 P.M. 


8:30 P.M. 


Luncheon Meeting of the Executive Committee 
INTERNATIONAL FLOW OF ECONOMIC IDEAS 
Chairman: V.W. BiadEN, University of Toronto 
Papers: Insularity and Cosmopolitanism in Economic Ideas 1870-1914 
T. W. Hutcuison, University of London 
Foreign Influences on American Economic Thought 
JoserH DorrMan, Columbia University 
Discussion: J. M. Leticue, University of California 
G. H. Hizpesranp, University of California, Los Angeles 


LONG TERM TRENDS IN CAPITAL FORMATION AND FINANCING: 
Joint Session with the American Finance Association 
Chairman: J.J. O'Leary, Life Insurance Association of America 
Papers: Trends in Agriculture 
A. S. Tosttese, Wooster College and U.S. Department of 
Agriculture 
Trends in Mining and Manufacturing 
SercEI Wayne University 
Trends in Public Utilities 
M. J. Urmer, American University 
Discussion: G. T. Conxiin, Guardian Life Insurance Co., New York 
Ex1 SHaprtro, Massachusetts Institute of Technology 


REGIONAL ECONOMICS 


Chairman: Wa ter Isarp, Massachusetts Institute of Technology 
Papers: Criteria for Evaluating Regional Development Problems 
J. V. Kruti1a, Tennessee Vailey Authority 
Regional Economic Reaction Paths 
F. T. Moore, Rand Corporation, Washington, D.C. 
Discussion: Put NerF, University of California, Los Angeles 
Leon Moses, Harvard University 


CONCEPTS OF COMPETITION AND MONOPOLY 


Chairman: Witcox, Swarthmore College 
Papers: Competition: Static Models and Dynamic Aspects 
J. M. Crarx, Columbia University 


750 


9:30 AM. 
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Revised Doctrines of Competition 
SwwNnEY WEINTRAUB, University of Pennsylvania 
Discussion: Fritz Macuiup, Johns Hopkins University 
Kermit Gorpon, Williams College 
GarpNER ACKLEY, University of Michigan 


CURRENT PROBLEMS IN AGRICULTURAL ECONOMICS: Joint Ses- 
sion with the American Farm Economic Association 


Chairman: T.W.ScHvuttz, University of Chicago 
Papers: The Supply Function of U. S. Farm Products Under Conditions of 
Full Employment. 
Eart Heavy, Iowa State College 
Trade and Foreign Investment Implications of the U.S. Farm 
Products Disposal Program 
MartTIN BRONFENBRENNER, University of Wisconsin 
Discussion: D. GALE JoHNSON, University of Chicago 
D. R. Kapor, Iowa State College 


MODELS OF ECONOMIC GROWTH: Joint Session with the Econometric 
Society 
Chairman: R. W. GotpsmitH, National Bureau of Economic Research 
Papers: An Econometric Model of Growth, U.S.A., 1869-1953 
STEFAN VALAVANIS-VAIL, University of Michigan 
Capital Theory and the Theory of Growth 
Joun Power, Stanford University 
Discussion: Evsey Domar, Johns Hopkins University 
Tuomas SCHELLING, Yale University 


PRICING IN TRANSPORTATION AND PUBLIC UTILITIES 


Chairman: M. L. Farr, Tulane University 
Papers: Implications of Marginal Cost Pricing for Public Utilities 
W. S. Vickrey, Columbia University 
Application of Market Pricing Factors in the Division of Traffic 
According to the Principles of Economy and Fitness 
F. K. Epwarps, National Coal Association, Washington, D.C. 
Discussion: E. W. CLemeEns, University of Maryland 
J. C. Netson, Washington State College 


Wednesday, December 29 


DEVELOPMENT POLICY IN UNDERDEVELOPED COUNTRIES 


Chairman: Max MiItuikan, Massachusetts Institute of Technology 
Papers: The Role of Industrialization in Development Programs 
H. B. Cuenery, Stanford University 
Investment in Agriculture 
W. H. Nicnotts, Vanderbilt University 
Discussion: E. E. Hacen, Massachusetts Institute of Technology 
Writrrep MALeNnBAUM, Massachusetts Institute of Technology 


ECONOMIC STABILIZATION, FORECASTING, AND THE POLITICAL 
PROCESS 


Chairman: Roy Biovcn, United Nations 


Papers: Problems in Forecasting for Full Employment 
R. C. Turner, Indiana University 
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Political Elements in Full Employment Policy 
S. K. Batzey, Princeton University 
Discussion; SotoMon Barkin, Textile Workers Union of America 
H. R. Bowen, Williams College 
R. A. Lester, Princeton University 
T. G. MacGowan, Firestone Tire and Rubber Co. 


THE IMPACT OF ANTITRUST LAWS 


Chairman: R. B, HEFLeBoweEr, Northwestern University 
Papers: Vertical Disintegration in the Motion Picture Industry 
S. N. WuitTney, Twentieth Century Fund 
Consequences of the Decree in the American Can Case of 1950 
J. W. McKie, Harvard University 
The Basing Point Decisions and the Steel Industry 
Lovis Marenco, Washington, D.C. 
Discussion: To be announced 


12:30 p.m. Luncheon Meeting: Joint with the American Finance Association 
Speaker: T.O. Yntema, Ford Motor Co. 


2:30 p.m. ECONOMIC DEVELOPMENT: CASE STUDIES 


Chairman: ARTHUR SMiTutEs, Harvard University 
Papers: Comparative Economic Development—Canada and the United 
States 
J. H. Younc, Yale University 
Anglo-American Differences in Productivity 
MarvIn FRANKEL, University of Illinois 
Discussion: ID. H. StE1NTHORSON, Bank of Canada 
Duane Evans, Bureau of Labor Statistics 


ECONOMIC RESEARCH AND PUBLIC POLICY 


Chairman: GrERHARD National Planning Association 
Paper: Economic Research and Public Policy 
J. A. Lrvincston, Philadelphia Evening Bulletin 

Discussion: EwAn CuiacuE, Bureau of Labor Statistics 

G. W. Enstey, Joint Committee on the Economic Report 

STANLEY LEBERGOTT, Bureau of the Budget 

Boris SHISKIN, American Federation of Labor 

M. A. Watson, National Shoe Manufacturers Association 


TAXATION AND INCOME DISTRIBUTION 


Chairman: H. M. Groves, University of Wisconsin 
Papers: Tax on Dividends and Distribution of the Tax Burden 
D. M. Hottanp, National Bureau of Economic Research 
The Individual Income Tax and Income Distribution 
P. J. Strayer, Princeton University 
Discussion: Watter HELLER, University of Minnesota 
RicHarp Siitor, Washington, D.C. 


p.m. PRESIDENTIAL Appress: ECONOMIC GROWTH AND INCOME IN. 
EQUALITY 


Sron Kuznets, Johns Hopkins University 
Chairman: I. L. SHARFMAN, University of Michigan 
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Thursday, December 30 


9:30 am. URBANIZATION AND INDUSTRIALIZATION OF THE LABOR FORCE 
IN A DEVELOPING ECONOMY: Joint Session with the I.R.R.A. 
Chairman: L.G. Reynoxps, Yale University 
Papers: The Case of Puerto Rico 
Peter Grecory, University of Puerto Rico 
Labor Attitudes toward Industrialization in Underdeveloped Coun- 
tries 
E. Moors, Princeton University 
Discussion: James BaLpwin, Massachusetts Institute of Technology 
Knowtes, Michigan State University 


CYCLICAL EXPERIENCE IN THE POSTWAR PERIOD 


Chairman: R. A. Gorvon, University of California 
Papers: Theoretical Significance of the 1949 Recession 
Renopic Fets, Vanderbilt University 
Business Fluctuations in the United States since 1951: Selected 
Developments 
KENNETH Roose, Oberlin College 
Discussion: JoHN LintNER, Harvard University 
DanteL HAMBERG, University of Maryland 
E. C. Haxp, University of Washington 


RESEARCH ON THE BUSINESS FIRM 


Chairman: H.R. Bowen, Williams College 
Papers: Are there Limits to the Size of the Firm? 
EpitrH Penrose, Johns Hopkins University 
Managerial Motivation and the Theory of the Firm 
C. A. Hickman, North Carolina State College 
Discussion: Abert LAUTERBACH, Sarah Lawrence College 
W. W. Cooper, Carnegie Institute of Technology 


2:30 p.m. LONG TERM TRENDS IN INTERNATIONAL TRADE 


Chairman: Fritz Macuuvp, Johns Hopkins University 
Papers: Secular Movements in the Terms of Trade 
R. E. Batpwin, Harvard University 
Long Term Future of United States Imports 
H. G. Ausrey, New School for Social Research 
Discussion: C. P. KinDLEBERGER, Massachusetts Institute of Technology 
THeEopore Morcan, University of Wisconsin 
A. C. Harpercer, University of Chicago 


PRICE AND WAGE FLEXIBILITY: Joint session with the I.R.R.A. 


Chairman: R.T. Bowman, University of Pennsylvania 
Papers: The Price Rigidity Problem: Two Historical Experiences 
J. M. Brair, Federal Trade Commission 
Wage Flexibility in Recent Years 
Kenyon Poote, Northwestern University 
Discussion: Girton RosENBLUTH, Queens University 
Frank Prerson, Swarthmore College 


DEBT MANAGEMENT AND MONETARY POLICY 


Chairman: L. H. Sertzer, Wayne University 


Papers: Federal Debt Management Civil War, World War I, World War II 
MarsHatt Rosrnson, Amos Tuck School, Dartmouth College 
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Monetary Policy in Recent Years 
C. R. Youncpaut, Federal Reserve Board, Washington, D.C. 
Discussion: To be announced 


5:00 p.m. Business Meeting 
6:00 p.m. Dinner—Executive Committee 


RESEARCH FELLOWSHIPS AND GRANTS 


The Social Science Research Council will offer in 1955 the several types of fellowships 
and grants awarded in the present year, and in addition plans to hold two institutes in 
mathematics for social scientists in the summer of 1955. A more detailed announcement of 
the following offerings is to be issued in October, and application for most types of awards 
will be due soon after the first of January. 

Research Training Fellowships, predoctoral and postdoctoral, for “more advanced re- 
search training than that which is provided in the usual Ph.D. program.” All Ph.D. require- 
ments except the thesis must be met before tenure of fellowship may begin. 

Faculty Research Fellowships, providing half-time support for research for three-year 
terms. Open to college and university social science teachers, normally not over 35 years of 


age. 

Grants-in-Aid of Research, to aid scholars of established competence in meeting direct 
expenses of their own research projects. Not open to candidates for degrees. 

Undergraduate Research Stipends, open only to college juniors, for supervised research 
during the summer and the ensuing senior year. Some appointees will be granted first-year 
graduate study fellowships for the next year. 

In addition to the fellowships and grants listed above, the Council will be able during the 
coming year to offer certain other types of assistance for study and research. 

Inquiries should if possible be made early in the autumn, and addressed to the Social 
Science Research Council, 726 Jackson Place, N.W., Washington 6, D.C. 


ANNOUNCEMENTS 


The Johns Hopkins University School of Advanced International Studies in Washington, 
D.C., opened an overseas branch of the School in June, 1954. Through a cooperative 
arrangement with the University of Rangoon, the branch will be known as the Rangoon- 
Hopkins Center for Southeast Asian Studies. Under the arrangement with the University 
of Rangoon, a working library suited to the needs of the Center will be provided and a 
member of the faculty of the School of Advanced International Studies will serve as co- 
director of the Center. The new Center will provide opportunities for students from the 
School in Washington to carry on field study and research under effective supervision. Dr. 
William T. Phillips, professor of international economics, is the first co-director. 


An Hawaiian Economic Association composed of faculty members, graduate students, 
government officials, professionals, and others interested in problems of economic develop- 
ment as they affect the Territory of Hawaii, is being organized. Public discussions of the 
tax system and unemployment in Hawaii have been held. Those interested in the new 
organization are invited to communicate with Shelley M. Mark, Department of Economics, 
University of Hawaii, Honolulu, T. H. 


Recently elected officers of the Metropolitan Economic Association are: president, Jerome 
B. Cohen, School of Business and Public Administration, College of the City of New York; 
vice-president, Kenneth Kurihara, Rutgers University; secretary, Cecelia Koron; treasurer, 
Mildred Rendl, General Electric Company; editor of Metropolitan Bulletin, David Colin, 
New York University. 
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The Internal Revenue Service is engaged in an accelerated program for the publication 
of annual financial statistics in the Preliminary and Complete Reports, Statistics of Income, 
Parts 1 and 2, covering individual and fiduciary income tax returns, and corporation income 
tax returns, respectively. 

During the period June 1953 through September 1954, the Statistics Division scheduled the 
issuance of twelve reports, all but one of which were released by the end of July 1954, 
either preliminary or complete for the years 1946-51. 

Copies of the Preliminary and Complete Reports, Statistics of Income, Parts 1 and 2, 
may be purchased from the Superintendent of Documents, Government Printing Ofiice, 
Washington 25, D.C. 


INstITUT DE SCIENCE ECONOMIQUE APPLIQUEE (ISEA) 


Editor’s Note: With a view to acquainting members of the profession with the work 
of the Institut de Science Economique Appliquée, the following statement has been pre- 
pared by Professor Pierre Pujade. 

The Institut de Science Economique Appliquée was set up in Paris in 1944 by Francois 
Perroux, professor of economics at the University, with three aims: (1) To study current 
economic problems with the most modern tools of analysis; (2) To promote original 
work in economic theory; and (3) To established connections between French economists 
and their colleagues abroad. The results achieved under aims (1) and (2) are briefly sum- 
marized below; aim (3) has been achieved by means of seminars held at ISEA by colleagues 
from abroad. ISEA’s work is published partly in mimeographed form (the Cahiers de 
VISEA), pending the publication in print of more definitive work, and’ partly in its 
quarterly review Economie Appliquée. 

International Economics. In this field, ISEA’s studies rest very largely on Professor 
Perroux’s concepts of economic domination® and economic space.* The domination effect 
of a unit—firm or nation—is characterized by the asymmetrical or irreversible nature of its 
influence upon the dominated unit, irrespective of the dominator’s intentions. The concept 
of economic space stresses the fact that economic activities cannot be localized within 
natural or national frontiers. Hence foreign trade is interfunctional rather than international. 

This dual approach has been followed in studies* on international investments produced 
by ISEA under the guidance of Professor M. Byé of Paris University. In a related field 
Professor Byé has analysed the relation between an economy’s structual changes and tariffs 
and exchange rates.* 

Wages. Two important facts deserve attention: (1) Wages are the dominant income of 
the 20th century. Hence, “Money falls in line with wages instead of the reverse. Wages 
appear as the income with respect to which the economy must adapt itself.’”* (2) The wage 
earner’s income is no longer merely the counterpart of his productivity. Besides his “produc- 
tivity wage” he gets a “social wage . . . quite unrelated to [his] output, but adapted to his 
circumstances.”” The importance of these facts has been fully developed in ISEA’s studies 
on wages and social security. 


2In the “Theoria” and “Pragma” series, Presses Universitaires de France, Paris. 

2Lectures delivered at Oxford in 1947 and “Esquisse d’une théorie de l'économie dominante,” 
Econ. Appliquée, 1948, no. 2-3. Cf. also “Les macrodécisions,” Econ. Appliquée, 1949, no. 2 and 
“The Domination Effect and Modern Economic Theory, Soc. Research, June 1950. 

3 Lecture delivered at Harvard in 1949 and “Economic Space: Theory and Application,” Quart. 
Jour. Econ., Feb. 1950 (“Les espaces économiques,” Econ. Appliquée, 1950, no. 1). Cf. also ““L’ Anglo- 
Iranian Company et les effets de domination,” Econ. Appliquée, 1952, no. 1. 

* Cahiers de l’ ISEA. Sér. A. Les plans monétaires internationaux. 10 studies. 
mae et données nationales,” Econ. Appliquée, 1950, no. 1, and Internat. Econ. 

apers, no. 

ns = Perroux, Les caractéres contemporains du salaire, Pragma ser., Presses Univ. de France, 
1946, p. 158. 

1 F. Perroux, “Note sur les cofits de l"homme,” Econ. Appliquée, 1952, no. 1, p. 144 

* Cahiers de l’ISEA: Ser. B., La rémunération du travail et la politique du salaire (13 studies) ; 
Ser. C, La sécurité sociale (3 studies). 
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Social Security and Income Redistribution. Besides income transfers between individuals, 
the international allocation of resources according to nonmarket criteria is one of the 
characteristics of our time. Both these points have been developed in some of the studies 
already mentioned and particularly in an article by Professor Perroux on “The Gift.’”” 

Economic Growth. What do growth, development, progress mean? Professor Perroux 
distinguishes between changes (1) in the size of output, (2) in the structure of production 
(input-output relationships), (3) in the organization of production, and (4) in progress, 
i.e., an advance along a rising trend considered desirable by society. As a preliminary to a 
more thorough analysis of growth ISEA has published seven studies on national income and 
wealth,” besides Professor Perroux’s “Les comptes de la nation.’™ It is significant that Pro- 
fessor Perroux’s own work and that of the Institut in this field were instrumental in the 
creation, by the French Treasury, of a department entrusted with the preparation and study 
of French national income and wealth statistics. 

Mathematics for Economists. ISEA’s assistant director, G. Th. Guilbaud, is engaged in 
developing mathematics for economists, who have too frequently had to be satisfied with 
methods borrowed from physics or biometrics. Some results have been published in a study 
entitled “Lecgons sur les equations fonctionnelles’’* as well as in articles on vectorial 
econometrics, network theory and the theory of games.” 


Deaths 


George W. Edwards, of the City College, New York City, died March 6, 1954. 


Wilbur O. Hedrick, professor emeritus of economics at Michigan State College, died 
June 10, 1954. 


William H. Downey, of Notre Dame University, died January 10, 1954. 


Appointments and Resig»ations 


Charles C. Abbott, Edmund Cogswell Converse professor of finance in the Graduate 
School of Business at Harvard University, has been appointed dean of the new Graduate 
School of Business Administration at the University of Virginia. He will spend a year in the 
organization of the School, which will open in September 1955. 


Joseph Airov has been appointed instructor in the School of Business Administration, 
Emory University. 


Oscar L. Altman, who has been director of administration, is now advisor in the Re- 
search Department of the International Monetary Fund. 


Donald E. Armstrong has been promoted to lecturer in economics at McGill University. 


Joe C. Ashby, of the University of Texas, has accepted a position as assistant professor 
of economics at Lamar Technological College in Beaumont, Texas. 


Frank T. Bachmura has been appointed assistant professor of economics at Vanderbilt 
University. 


C. Canby Balderston, dean of the Wharton School of Finance and Commerce, has been 
elected chairman of the National Bureau of Economic Research. 


Harold Barger has been promoted from associate professor to professor of economics 
at Columbia University. 


Wallace D. Barlow has been named Head of the Resources Unit, Office of Navy Material, 
Department of the Navy. 


®“The Gift: Its Economic Significance in Contemporary Capitalism,’’ Diogenes (UNESCO) no. 
6, 1954. 


10 Cahiers de l’ISEA. Ser. D, Le revenu national. 

1 Pragma, Presses Univ. de France, Paris 1949. 

12 Cahiers de l"ISEA. Ser. E, Les mathématiques de l’économiste. 

143G. Th. Guilbaud “Note sur l’économétrie des fluctuations”; ‘Situation de la théorie des réseaux 
de comptabilité”; ‘Calcul symbolique et calculs financiers”; problémes de partage”’; ‘Les 
théories de l’interét général”; “La théorie des jeux,” Econ. Appliquée, 1949 nos. 2,3,4; 1950 nos. 


ges nos. 1,4. “La théorie des jeux” has been published in English in Internat. Econ. Papers 
no. 1. 
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William J. Baumol has been promoted to professor of economics at Princeton University. 

Melvin K. Bers, formerly of the University of California, has been appointed assistant 
professor of economics at Carnegie Institute of Technology. 

Robert R. Black, of the University of California, has been appointed assistant professor of 
economics and industrial administration at Carnegie Institute of Technology. 

George H. Borts has been granted a year’s leave of absence from Brown University to 
serve on the staff of the National Bureau of Economic Research. 

Alice E. Bourneuf has been appointed assistant professor of economics at Mount Holyoke 
College. 

Elbert V. Bowden has resigned from Duke University to accept a position as research 
associate with the Bureau of Business Research of the University of Kentucky. 

Raymond T. Bowman and William E. Warrington have been elected chairman and secre- 
tary, respectively, of the Graduate Group in Economics at the Wharton School of Finance 
and Commerce, University of Pennsylvania. 

Hans Brems has resigned from the University of California to accept a post at the Uni- 
versity of Illinois. 

Edward L. Brink has been promoted to assistant professor of marketing in the Wharton 
School of Finance and Commerce of the University of Pennsylvania. 

Wayne G. Broehl, Jr. has been appointed assistant professor of management in the School 
of Business of Indiana Universeity. 

Keith L. Broman has resigned from the College of Business Administration of the Uni- 
versity of Nebraska to accept an appointment at the University of Wisconsin. 

Martin Bronfenbrenner has been promoted from associate professor to professor of 
economics at the University of Wisconsin. 

William J. Burney has been promoted from associate professor to professor of account- 
ing at the State University of Iowa. 

Deane C. Carson, formerly of Clark University, has been appointed instructor in eco- 
nomics at Brown University. 

Vernon Carstenson has been promoted from associate professor to professor of agricultural 
economics and history at the University of Wisconsin. 

Anne Carter was lecturer in economics at Wellesley College for the second semester 
1954-1955. 

W. Harrison Carter, professor of economics, has been appointed dean of the College of 
Arts and Sciences of the University of Connecticut. 

Benjamin Chinitz, formerly of Harvard University, has been appointed instructor and 
research associate in economics at Dartmouth College. 

Carl F. Christ, of the Johns Hopkins University, will be at the University of Cambridge 
for the academic year 1954-1955 under a Fulbright grant. 

Jere W. Clark has been promoted to assistant professor of economics in the College of 
Commerce, West Virginia University. 

Ansley J. Coale has been appointed research associate with the rank of associate professor 
in the Office of Population Research at Princeton University. 

Alzada Comstock, who had been associated with the department of economics of Mount 
Holyoke College since 1913, retired from active teaching in June. 

John T. Conlon has been appointed instructor in economics at Colgate University. 

P ~ D. Cook has been appointed visiting assistant professor of economics at Pomona 
ollege. 

Ralph K. Cowan has been appointed instructor in economics at Assumption College. 

John V. Craven has been appointed instructor in economics at Colgate University. 


Sherman F. Dallas, of the Georgia Institute of Technology, has joined the faculty of 
Indiana University as lecturer in economics. 
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David J. Davies has been appointed assistant professor of economics at Fordham Uni- 
versity. 

Raymond de Roover has been appointed professor of economics in the Graduate School 
of Boston College. 

Arthur T. Dietz, formerly of Wesleyan University, has been appointed assistant pro- 
fessor in the School of Business administration of Emory University. 

Wenzil K. Dolva, of the School of Business and Public Administration of Washington 
University, has been appointed dean of the School of Business of Western Reserve Univer- 
sity. 

Louis A. Dow bas accepted an appointment as assistant professor of economics at the 
University of Arkansas. 

Robert Eisner has been promoted to associate professor of economics at Northwestern 
University. 

Wilford J. Eiteman has been granted a year’s leave of absence from the University of 
Michigan to serve as head of the department of Economics at the University of Ceylon. 

J. G. Eldridge, professor of economics, has retired after twenty-eight years of teaching 
at the University of Florida. 

George Fair has been promoted to assistant professor of accounting at Louisiana State 
University. 

W. J. Feuerlein, who served as chief of the U.N. Technical Assistance Mission in El 
Salvador, is remaining in the country to serve as economic advisor to the Ministry of 
Economy and professor of economics at the University of El Salvador. 

Felician F. Foltman has been promoted to associate professor in the New York State 
School of Industrial and Labor Relations, Cornell University. 

Paul Fox, formerly of Carleton College, has been appointed assistant professor in the 
department of political economy, University of Toronto. 

Sylvester Frizol has been promoted to professor of finance at Loyola University, 
Chicago. 

Daniel R. Fusfeld has been promoted to assistant professor of economics at Hofstra 
College. 

Gordon S. Fyfe has been oppointed assistant professor of marketing at the University 
of North Carolina. 

Claude S. George, Jr. has been appointed associate professor of industrial management 
at the University of North Carolina. 

Abraham Gitlow has been promoted from assistant professor to associate professor in 
the department of economics, School of Commerce of New York University. 

E. Grasberg, lecturer in economics at McGill University in the past year, has gone to the 
University of New Brunswick. 

Leo Grebler, of Columbia University, has received a Guggenheim fellowship to study 
New Land Use Patterns in the Rebuilding of Bombed European Cities and will be on 
leave in the first semester. 

David Green has been promoted to assistant professor of business administration in the 

chool of Business, University of Chicago. 

H. A. John Green has resigned from Brown University to accept a research assistantship 
in economics at the University of Manchester, England. 

John G. Gurley, of the University of Maryland, will spend the year 1954-1955 on the 
staff of the Brookings Institution, working on a study of commercial banking. 

Chadwick Haberstroh, formerly of the University of Minnesota, has been appointed 
senior research fellow at Carnegie Institute of Technology. 

Jean C. Halterman has been appointed assistant professor of marketing in the School of 
Business, Indiana University. 
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Robert W. Harbeson has been promoted from associate to professor of economics at the 
University of Illinois. 

Warren R. Harden has accepted an appointment as instructor in economics at Illinois 
State Normal University. 

Douglas Hartle has been appointed instructor in economics at Duke University. 

Edward L. Hauswald, of Indiana University, has accepted an appointment as assistant 
professor of economics at Evansville College. 

Leon E. Hay has been appointed assistant professor of accounting in the School of 
Business, Indiana University. 

Ralph C. Health has resigned from the University of Washington to accept an associate 
professorship in the School of Business Administration of Wake Forest College. 

Warren Heckman has been appointed instructor in business administration at Clark 
University. 

Arnold K. Henry, of the Wharton School of Finance and Commerce, has been named 
a vice provost of the University of Pennsylvania. 

Edward S. Herman has resigned from the University of California to accept a position 
at Pennsylvania State College. 

T. W. Hutchinson, reader in economics in the London School of Economics, is visiting 
professor of economics at Columbia University. 

Ranald P. Hobbs, vice president of Rinehart and Company, and director of the college 
department has been elected chairman of the College Section of the American Textbook 
Publishers Institute for the forthcoming year. 

Franklyn Holzman has been promoted to associate professor of economics at the Uni- 
versity of Washington. 

Jokn M. Hunter has been promoted to associate professor of economics at Michigan 
State College. 

Charles P. Issawi has been appointed visiting associate professor of economics at Columbia 
University. 

Philip S. James has been appointed instructor in economics and insurance in the College 
of Business Administration at the University of Nebraska. 

Jules Joskow has been promoted from instructor to assistant professor of economics in 
the City College. 

Carl Kaysen has been promoted to associate professor of economics at Harvard Uni- 
versity. 

E. Gordon Keith has been granted a leave from the Wharton School to serve as a senior 
staff member with the Council of Economic Advisors. 

Walter P. Kennon, formerly of the University of Chicago, has been appointed assistant 
professor in the School of Business Administration of Emory University. 

Benjamin Klebaner has been appointed assistant professor of economics in the City 
College. 

Melvin M. Knight, professor of economics, has retired from teaching at the University 
of California. 

Harry T. Koplin, of the University of Oregon, has been granted leave this year to study 
at Oxford and Cambridge Universities under a Ford Foundation faculty fellowship. 

James W. Kuhn, formerly of Pomona College, has been appointed assistant professor of 
economics at the University of Oregon. 

Mary Jane Latsis has been appointed instructor in economics at Wellesley College. 

Warren E. Lemley has been appointed instructor in accounting at Washington and Jef- 
ferson College. 

P = N. Leonard has been made director of the Bureau of Business Research at Hofstra 
ollege. 
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Raymond V. Lesikar has been appointed associate professor of business administration 
at Louisiana State University. 

Jacob Loft has returned to Brooklyn College after having been on a Rockefeller Foun- 
dation fellowship as research associate, Hunter College-University of Frankfurt project in 
industrial relations. 

Wallace F. Lovejoy has been appointed instructor in the department of commerce and 
economics of the University of Vermont. 

John P. Maggard has been promoted to lecturer in business administration at the Uni- 
versity of North Carolina. 

John E. Maher, of Wesleyan University, has been appointed instructor in economics at 
DePauw University. 

H. David Maloney has been promoted from instructor to assistant professor of economics 
at DePauw University. 

E. J. Mann is on a year’s leave of absence from Duke University to accept a position 
with the Office of European Economic Cooperation in Paris. 

Donald B. Marsh has been appointed Bronfman professor of economics at McGill Uni- 
versity. 

Alvin Marty has been appointed instructor in economics at Northwestern University. 

Daniel Marx, Jr., of Dartmouth College, has been granted leave to study overseas trans- 
port in relation to the development of underdeveloped areas under a Rockefeller Founda- 
tion grant. 

Joseph L. Massie has been appointed assistant professor of business administration in the 
School of Business of the University of Chicago, effective January 1, 1955. 

John S. McGee is on leave from the University of California at Los Angeles in the current 
academic year to be research associate at the University of Chicago Law School. 

James W. McKie has resigned from Harvard University to accept an appointment as 
associate professor of economics at Vanderbilt University. 

Erskine W. McKinley, of the University of California, has accepted an appointment as 
assistant professor of economics at Indiana University. 

T. Harry McKinney has been appointed instructor in economics at the University of 
Oklahoma. 

Charles F. Meehling is teaching economics at Brooklyn College in the autumn term. 

Leon Megginson has been promoted to associate professor of business administration at 
Louisiana State University. 

George L. Melville, of Indiana University, has been appointed assistant professor of 
economics at Knox College. 

Robert B. Melville has resigned from the University of Massachusetts to accept an 
appointment as assistant professor of economics at Ohio Wesleyan University. 

Wayne E. Moeller has resigned from the University of Nebraska to be assistant professor 
of economics at Texas Agricultural and Mechanical College. 

Bruce D. Mudgett has been appointed visiting professor of economics at Brown Uni- 
versity. 

James J. Mullen, formerly of the University of Nebraska, has accepted an appointment 
at the University of Illinois. 

Donald S. Murray has been promoted to associate professor of economic and social sta- 
tistics in the Wharton School of Finance and Commerce, University of Pennsylvania. 

Herman L. Myers has transferred from the Foreign Operations Administration in Wash- 
ington, D.C. to the United States Operations Mission to Norway, to assume the post of 
economist and program officer. 

Elroy Nelson has resigned as professor of economics and director of the Bureau of Eco- 
nomic and Business Research at the University of Utah. 
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Robert Oliver, of the University of Southern California, is spending the current year 
in London on a Social Science Research Fellowship. 

Alden Olson, of the University of Minnesota, has been appointed instructor in economics 
at the University of Illinois. 

John T. O’Neil has been granted a year’s leave from the University of North Carolina 
to accept a fellowship from the Scott Paper Company in Chester, Pennsylvania, where he 
will be administrative assistant to the vice president and treasurer. 

Harry Oshima has been appointed research associate and lecturer in the department of 
economics, Stanford University. 

Schuyler F. Otteson, professor of marketing, has been named director of the Bureau of 
Business Research of Indiana University. 

John Pagani has resigned as associate professor of economics at the University of Utah. 

John Parkany has been promoted to assistant professor of economics at Loyola Univer- 
sity, Chicago. 

Gardner Patterson has been promoted to professor of economics at Princeton University. 

Irving Pfeffer, of the Wharton School of Finance and Commerce, has accepted an appoint- 
ment as assistant professor of insurance in the School of Business Administration, University 
of California at Los Angeles. 

William G. Pinnel has been appointed assistant professor of real estate in the School of 
Business, Indiana University. 

R. C. Price has been granted a two-year leave of absence from the U.S. Department of 
Interior to join the ECAFE staff in Bangkok. 

Robert L. Raimon has been promoted to associate professor in the New York State 
School of Industrial and Labor Relations of Cornell University. 

Robert M. Rauner was appointed instructor in economics in Trinity College, effective 
February 1954. 

Elton Rayack of the University of Idaho, has been appointed instructor in economics 
at Pennsylvania State University. 

Otto R. Reischer has been appointed special lecturer in the departments of Slavonic 
studies and economics at the University of British Columbia, Vancouver, Canada, for the 
academic year 1954-55. 

L. Victor Riches has been appointed acting director of the Bureau of Economic and 
Business Research of the University of Utah. 

Merrill J. Roberts, formerly of the University of Florida, has accepted an appointment 
as associate professor of transportation and traffic management at the University of Cali- 
fornia, Los Angeles. 

Stefan H. Robock has been granted leave from the Tennessee Valley Authority to accept 
an assignment with the U.N. Technical Assistance Administration as economic development 
adviser in Brazil. 

Joseph R. Rose has been promoted to professor of transportation and public utilities in 
the Wharton School of Finance of the University of Pennsylvania. 

David F. Ross, formerly of the University of Puerto Rico, is now economist in the Office 
of Economic Research of the Economic Development Administration of the Government 
of Puerto Rico. 

William D. Ross has been promoted to professor of economics at Louisiana State Uni- 
versity. 

Walter S. Salant will be on the staff of the Brookings Institution for the year 1954-55. 

Omar Celal Sarc has been appointed visiting professor of economics at Columbia Uni- 
versity. 

Edward S. Shaw has been granted a year’s leave of absence from Stanford University 
to head a research project on commercial banking at the Brookings Institution. 
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Donald L. Shawver has been promoted to associate professor of marketing at the Uni- 
versity of Missouri. 

George Strauss has been appointed assistant professor of industrial relations at the Uni- 
versity of Buffalo. 

Eric C. Sievwright, of McGill University, has been appointed instructor in the depart- 
ment of commerce and economics of the University of Vermont. 

Arnold M. Soloway has been appointed assistant professor of economics at Harvard 
University. 

Gerald G. Somers has been promoted to associate professor of economics in the College 
of Commerce, West Virginia University. 

Milton H. Spencer, formerly of Cornell University and Queens College, is now with 
Armour and Company, Chicago. He is visiting lecturer in the School of Commerce at 
Northwestern University this term. 

Nicolas Spulber, formerly at the Center for International Studies, Massachusetts Insti- 
tute of Technology, has accepted an appointment as lecturer in economics at Indiana Uni- 
versity. 

George W. Starr has resigned as director of the Bureau of Business Research and is now 
professor of transportation and public utilities in the School of Business, Indiana Univer- 
sity. 

Donald E. Stout has been appointed assistant professor of economics at the University 
of California at Los Angeles. 

Robert H. Stroup, of Bowling Green State University, has accepted an appointment as 
assistant professor of economics at the University of Kentucky. 

Francis H. Stubbs has been promoted to assistant professor of business finance at the 
University of Missouri. 

Arthur T. Taitt has been appointed lecturer in finance in the School of Business of 
Indiana University. 

Lorie Tarshis, of Stanford University, is in England studying on a Guggenheim fellow- 
ship. He was a member of the Tokyo-Stanford seminar in Japan in the past summer. 

Philip E. Taylor, has returned to the University of Connecticut as head of the department 
of economics after serving in the Foreign Operations Administration as advisor on tax prob- 
lems to the Minister of Finance of Iran. 

Kenneth M. Thompson has been promoted to associate professor of economics at Louis- 
iana State University. 

Charles M. Tiebout has been appointed lecturer in economics at Northwestern University. 

Jozo Tomasevich has been appointed visiting lecturer in economics at Columbia Univer- 
sity. 

Truman G. Tracy has been promoted to professor of business finance at the University 
of Missouri. 

Robert C. Turner, of Indiana University, is holding a distinguished professorship at the 
University of Notre Dame in the current semester. 

Roy E. Tuttle has been appointed assistant professor of accounting at the University of 
Utah. 

Richard A. Tybout has been appointed assistant professor of economics at Ohio State 
University. 

George M. Umemura has resigned as assistant professor of marketing in the School of 
Business of Indiana University. 


Lloyd M. Valentine, formerly of Louisiana State University, has accepted a position at 
the University of Cincinnati. 

Thomas E. Van Dahm has been appointed assistant professor of economics at Augustana 
College. 
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Leonard P. Vidger has been appointed visiting assistant professor of accounting at the 
University of Idaho. 

L. J. Walinsky since September 1953 has been chief economist for the Robert R. Nathan 
Associates group serving as economic consultants to the government of the Union of 
Burma. 

Aaron W. Warner has been promoted to associate professor of economics in the School 
of General Studies, Columbia University. 

Harold L. Wattel has been promoted to assistant professor of economics at Hofstra 
College. 

Eleanor J. Webber has been appointed instructor in economics at the New Jersey College 
for Women. 

J. C. Weldon has been promoted to assistant professor of economics at McGill University. 

William O. Weyforth has retired as associate professor of political economy at Johns 
Hopkins University. 

Byron White, formerly of the University of Texas, has accepted an appointment as pro- 
fessor of economics and head of the Institute of Economic Investigation at the Universidad 
de Oriente in Santiago de Cuba. 

Robert E. Will, of Yale University, has joined the faculty of the University of Massachu- 
setts as instructor in economics. 

Frederick Williams has been appointed instructor in economics at the University of 
lilinois. 

Joseph H. Willits, former dean of the Wharton School of Finance and Commerce and 
retiring director of the Division of Social Sciences of the Rockefeller Foundation, is under- 
taking a two to five-year study of the educational program of the University of Pennsyl- 
vania. 

William V. Wilmot, Jr., has been promoted from instructor to assistant professor of 
economics at the University of Wisconsin. 

John P. Windmuller has been promoted to associate professor in the New York State 
School of Industrial and Labor Relations, Cornell University. 

Willis J. Winn has been promoted to associate professor of finance in the Wharton 
School of Finance and Commerce of the University of Pennsylvania. 

Sylvia Wiseman has been appointed lecturer in economics at McGill University. 

William B. Wolf has resigned from the School of Business of the University of Chicago 
to become assistant professor in the School of Business at Washington State University. 

Elmer Wood, of the University of Missouri, has been elected president of the Midwest 
Economic Association. 

David McC. Wright has been granted leave from the University of Virginia to spend 
the year in a study of industrial recovery in certain European countries and will reside at 
Oxford University. 

Laurence A. Wright has accepted an appointment as assistant professor of economics’ 
at the University of Washington. 
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FIFTY-FIRST LIST OF DOCTORAL DISSERTATIONS IN 
POLITICAL ECONOMY IN PROGRESS IN AMERICAN 
UNIVERSITIES AND COLLEGES 


Economic Theory; General Economics 


Degrees Conferred 


HesuMet Ata’r, Ph.D. Georgetown 1954. Distribution theories under Islamic law. 

Donato E. Armstronc, Ph.D. McGill 1954. The acceleration principle. 

Freperic C. ARMSTRONG, Ph.D. Illinois 1954. Community measures for economic develop- 
ment. 

James W. Beck, Ph.D. Iowa 1953. A macroeconomic approach to distribution theory. 

Greorce D. BopenHorN, Ph.D. Chicago 1953. A modification of consumers’ surplus. 

Teppy R. BRANNEN, Ph.D. Texas 1954. The surplus problem. 

Henry W. Briers, Ph.D. Georgetown 1954. The methodological dimension of con- 
temporary economic analysis in America. 

LoweE.t J. CHawner, Ph.D. Harvard 1954. The general theory of economic growth. 

Ricuarp S. Ecxaus, Ph.D. Massachusetts Institute of Technology 1954. Dynamic models 
of domestic and international trade. 

EucENeE GrasBeErG, Ph.D. McGill 1953. The theory of the firm. 

Harorp A. J. Green, Ph.D. Massachusetts Institute of Technology 1954, Imperatives and 
social welfare functions. 

Lovis Houvcu, Ph.D. Chicago 1953. Mechanistic determinants of the rate of capital 
accumulation. 

KenNETH V. LunpbBerG, Ph.D. Wisconsin 1953. Daniel Raymond, early American econ- 
omist. 

NcuyEen X. Oanu, Ph.D. Harvard 1954. Some aspects of the theory of economic develop- 
ment. 

James M. ParrisH, Ph.D. North Carolina 1954, The treatment of monopoly by the 
writers of the classical school. 

Romney Rosinson, Ph.D.. Massachusetts Institute of Technology 1954. Production plan- 
ning and the interest rate. 

Dwicut DEL. SaunpERS, Ph.D. Oklahoma 1954. Human nature concepts in the principal 
works of John M. Keynes. 

Rev. Jonn L. Sea, S.J., Ph.D. Georgetown 1954. A history and analysis of the concept 
of economic law. 

EvizaBeTH B. Torman, Ph.D. Wisconsin 1953. Simon Gray: beginnings in aggregate 
analysis in early nineteenth century British economic thought. 

Marcus R. Toor, Ph.D. Colorado 1953. The philosophy of neoinstitutionalism: Veblen, 
Dewey, and Ayres. 


Theses in Preparation 


Irma G. Aperman, BS. California 1950; M.A. 1952. General equilibrium analysis and 
monetary theory. 1955. California. 

Nicuoras C, Anacnos, B.A., LL.B., M.A. Georgetown. Introduction to the theory of 
growth. 1956. Georgetown. 
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Gary S. Becker, B.A. Princeton 1951; M.A. Chicago 1953. Discrimination: a theoretical 
and statistical study. 1954. Chicago. 

Ayrt K. Biswas, B.A. Presidency 1944; M.A. Boston 1951. On dynamic models of eco- 
nomic growth, 1955. Massachusetts Institute of Technology. 

Murray Brown, B.A, Buffalo 1952. A matrix formulation of Dr. Lowe’s structure of pro- 
duction integrated with an acceleration principle. New School for Social Research. 

Grecory C. Cuow, B.A. Cornell 1951; M.A. Chicago 1952. A theory of demand for 
durable goods. 1954. Chicago. 

Nem M. Coney, B.A. Virginia 1931; M.A. 1933. Farm policy and economic theory. 
1955. Virginia. 

AntHony Costantino, B.A. Cornell 1931; LL.B. 1936. Monetary theory implicit in the 
capital theory of Frank H. Knight. 1956. California. 

James Dincwa.t, B.A, Queens (Ontario) 1938; M.A. 1939, Laissez faire and the theory 
of factions. 1955. Chicago. 

Jacques H. J.M.E. Dreze, Lic. in Common Science, Liége 1951. Economic behavior in 
the face of risk and uncertainty. 1956. Columbia. 

Sonia S. Gorp, B.A. Hunter 1938. A critique of research in the theory of demand: some 
problems in the empirical validation of theory. 1955. Pittsburgh. 

Svenp O. Hermansen, M.A. Aarhus 1948. Epistemological and methodological character 
of interpersonal utility comparisons. 1955. Northwestern. 

Cu1a-Coun Hunc, B.A. St. John’s (Shanghai). Classification of market structures: 
theory and empirical implications. 1954. Washington. 

Ropert Kautz, M.A. Drake 1950. The concept of security and the individual firm. 1955. 
Indiana. 

Marvin Kooan, B.A. Illinois 1948; M.A. 1949. The investment function in macroeconomic 
models. 1955. Cornell. 

Lionet J. Lerner, B.A. Chicago 1950; M.A. 1952. The theories of imperialistic exploita- 
tion. 1954. Johns Hopkins. 

Hartow D. Ossorne, B.A., M.B.A., M.S. Georgetown. Economic foresight and gross na- 
tional product models. 1955. Georgetown. 

Maurice H. Peston, B.Sc. London 1952. Some economic problems in aggregation. Prince- 
ton. 

Wriuiam C. Rener, BS. St. Louis 1941; M.S. 1948. Economic effects of contractual 
saving. 1955. Michigan. 

Howarp N. Ross, B.A. Columbia 1951. Studies in Keynesian wage theory. 1956. Columbia. 

Sister Mary Sttvertus Suretps, R.S.M., B.S. Misericordia 1937; M.A. Catholic 1950. 
Some Irish contributions to the history of economics. 1955. Catholic. 

Vernon L. SmitH, B.S. Cal. Inst. of Tech. 1949; M.A. Kansas 1951. Capital in the 
theory of cost and production with application to the trucking industry. 1955. Harvard. 


Economic History; National Economies; Economic Development 


Degrees Conferred 
MonaMmep H. Assas, Ph.D. Wisconsin 1954. The role of banking and specialized credit 
institutions in the economic development of Egypt. 
WittrAm E. Apams, Ph.D. McGill 1954. The economics of development. 


Geratp M. Atter, Ph.D. Harvard 1954. Savings and investment of raising income levels 
in underdeveloped countries. 


Henry W. Brovupe, Ph.D. Harvard 1954. Capital goods industry in the structure of a 
national economy : an example in iron and steel. 


Amapo A. Castro, Ph.D. Harvard 1954. The Philippines: a study in economic dependence. 
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Cxunc-L1 CHANG, Ph.D. Washington 1953. The gentry in nineteenth century China: 
their economic position as evidenced by their share of the national product. 

SuHe-Wo CuHanc, Ph.D. Iowa 1953. Problems of industrialization in densely populated 
underdeveloped countries. 

Aran D. Datmey, Ph.D. Illinois 1954. Re-examination of United States economic history, 
1865-1896, in the light of recent developments in monetary theory. 

Hersert W. Down, Ph.D. Fletcher School of Law and Diplomacy 1954. Non-white land 
and labor policies in South West Africa from 1918 to 1948. 

Peter G. Franck, Ph.D. California 1954. Foreign aid and economic development in 
Afghanistan. 

Juan B. GaztamBwe, D.P.A. Harvard 1954. An inquiry into the possibilities of planning 
in Puerto Rico. 

Gioria J. Hie, Ph.D. Michigan 1954. The balance of payments of the Southeast in 1950. 

Jimmye S. Hitman, Ph.D. California 1954. Economic aspects of interstate agricultural 
trade barriers in the western region. 

CHartes HorrMann, Ph.D. Columbia 1954. The depression of 1893-1897—an economic 
history. 

Cuti-Minc Hov, Ph.D. Columbia 1954. A study of the role of foreign capital in China’s 
economic development. 

Epmonp C. Hutcuinson, Ph.D. Virginia 1954. Inflation and stabilization in postwar 
Japan. 

Satomon S. J. Kacan, Ph.D. Columbia 1954. The demographic factor and obstacles to 
economic development, with special reference to Japan. 

Davin M. Kerrey, Ph.D. American 1954. Banking and monetary issues in South Carolina 
prior to 1800. 

Emmanevut A. Keuxpjtan, Ph.D. Harvard 1954. Commercializing influence of the de- 
velopment of exports on indigenous agricultural economies in tropical Africa. 

Evucene Lerner, Ph.D. Chicago 1954. Money, prices and wages in the Confederacy, 
1861-1865. 

Cart H. Mappven, Ph.D. Virginia 1954. The growth of the cities in the United States: 
an aspect of the development of an economic system. 

Leon A. Mears, Ph.D. California 1954. Private investment and Puerto Rican development: 
inducements and impediments. 

Asput Moguit, Ph.D. Wisconsin 1954. Economic development of Pakistan. 

Bernarp M, Otsen, Ph.D. Chicago 1954. The origin of capital for early Indiana manu- 
facturing. 

Wattace C. Peterson, Ph.D. Nebraska 1953. Economic reconstruction in France: 1946- 
1952. 

hyd G. Pururs, Ph.D. Toronto 1953. The agricultural implement industry in 

Anprew W. Prerpont, Ph.D. North Carolina 1953. Development of the textile industry 
in Alamance County, North Carolina. 

Heten McC. J. Recxnacer, Ph.D. New York 1953. Women in white-collar jobs: the 
study of an economic and social movement, 1910-1950. 

Witarp D. Scuutz, Ph.D. Wisconsin 1954. Evaluation of federal investment for re- 
search development. 

Atrrep G. SmiTH, Jr., Ph.D. Columbia 1954. Economic readjustment of an old cotton 
state, South Carolina, 1820-1860. 

Martua V. Taser, Ph.D. Columbia 1954. The history of the cutlery industry in the 
Connecticut Valley. 

Georce WatpsTEIn, Ph.D. Harvard 1954, Japanese viability in the post-treaty period. 
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Curnton L. Warne, Ph.D. Nebraska 1953. Some consideration of the impact of the 
passenger automobile on the Nebraska economy. 


Theses in Preparation 


Asput R. At-Hasees, B.A. Denver 1950; M.A. 1951; M.A. Harvard 1954. An inquiry 
into the economic development of Iraq. 1955. Harvard. 

Rusen V. Austin, B.A. Dubuque 1936; M.A. Iowa 1940. The development of Mexican 
economic policy with special reference to historical economic doctrines. 1955. Jowa. 

Micuaet BersHaw, B.A. Columbia 1951. Capital allocational criteria in the economic 
development plans in underdeveloped countries. 1956. Columbia. 

Joun A. Brittain, B.A. Knox 1944. British industrial productivity. 1956. California. 

Strertinc Brusaker, B.A. California 1947. Impact of federal government activities on 
California’s economic development since 1930. 1956. California. 

Fintey M. Cu, B.A. Central Polit. Inst. (China) 1946; M.A. Wisconsin 1952. Old cul- 
ture and new order in China, 1955. Wisconsin. 

Joun R. Cuurcuirt, B.A. Reed 1949; M.P.A. Harvard 1952. Problems of utilization of 
electric power in India. 1955. Harvard. 

Cuester A, Cooper, B.S. New York 1939. The role of the Chettyar moneylenders in the 
economic development of Lower Burma. 1954. American. 

SHERMAN Dattas, M.A. Indiana 1951. The hide and tallow industry of Alta, California, 
1800-1850. 1955. Indiana. 

Paut E. Fenton, B.S. Holy Cross 1942; B.A. Illinois 1944; M.A, Florida 1951. Captain 
L’Engle and the Florida Central Railroad: a study in entrepreneurial activity. 1954. 
Florida. 

Max E. Fretcuer, B.A. Washington 1946; M.A. Idaho 1949. The British economy and 
the early history of the Suez Canal. 1955. Wisconsin. 

Errix G. Furusotn, B.A. Brown 1948; M.A. Columbia 1951. Some interrelationships of 
international trade policy and national economic development. 1956. Columbia. 

Davip GatersTEIn, B.A. Brooklyn 1947. Economic ideas of certain American captains of 
industry, from the Civil War to World War I. New School for Social Research. 

Wuu1am E. Gorpvon, London 1945; B.Com. McGill 1951; M.P.A. Princeton 1953; M.A. 
1953. The economy of a representative colony (Jamaica) in the British preference system. 
1955. Princeton. 

Samuet Gorttiies, M.A. Hebrew (Jerusalem) 1951. International trade in the economic 
development of the Middle East: Turkey, Egypt. 1954. Columbia. 

Lewis E. Hr, B.A. Texas 1947; M.A. 1948. The frontier: an economic analysis of a 
historical concept. 1955. Texas. 

Mortosuke Karwara, National Agricultural (Japan) 1939; Kyoto Imperial 1941. Eco- 
nomic development of agriculture and land tenure in Japan. 1955. Wisconsin. 

Davin M. Kertey, B.A. North Carolina 1938; M.A. Louisiana State 1939. Banking and 
monetary issues in South Carolina prior to 1800. 1954. American. 

Seymour H. Miter, B.A. Chicago 1939. Inflation in France, 1939-1954. 1956. Columbia. 

One Oe Monrtriz, B.S. Notre Dame 1947; M.A. Yale 1949. The Belgian economy. 

Wit1aM W. Moore, B.A. Columbia 1935. Soviet social security system. 1956. Columbia. 

Tacut Mortazavi, B.S. Tehran 1951; M.S. Wisconsin 1953. The impact of second world 
war on the economic development of Iran. 1956. Wisconsin. 

Hassan Muraywip, B.A. American (Beirut) 1949; M.A. Wisconsin 1952. Economic 
development of Syria. 1956. Wisconsin. 


Yarostav Nowak, M.B.A. Goethe (Frankfurt) 1949; M.A. 1949. Economics of transporta- 
tion in the U.S.S.R. 1956. Columbia. 
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ApaM Pepetasis, B.A. Athens (Greece) 1943. Economic development of Greece. 1955. 
California. 

Joseru S. Revis, B.A. Northeastern 1951. Trade association development in the U‘S. 
from 1850-1900, 1956. Columbia. 

FietcHer E. Riccs, B.A. Kansas State 1948; M.A, 1949. An analysis of southern eco- 
nomic development with particular reference to the effects of industrialization and 
urbanization upon local agricultural: Upper Tennessee Valley. 1955. Vanderbilt. 

Henry Rosovsky, B.A. William and Mary 1949; M.A. Harvard 1953. Russian economic 
development, 1812-1860. 1955. Harvard. 

Avex A. RozenTAL, B.Sc. London 1948; M.A. Minnesota 1950. Fiscal policy and security 
markets in underdeveloped countries. 1955. Minnesota. 

SHELDEN ScHaFFER, B.A. Iowa 1943; M.A. Yale 1947. Industrial history of Graton & 
Knight Co. 1957. Yale. 

Joun C. Serceant, B.A. California 1947. Postwar Japanese industrialization. 1956. Cali- 
fornia. 

Howarp F. Smitu, B.A. Wayne 1940; M.B.A. Harvard 19:2. United Nations Plan for 
the reconstruction of Korea. 1955. American. 

Cuartes F. Stewart, B.A. Union 1949; M.A. California. Economic development of 
French Morocco. 1956. California. 

OmprakKAsH Tatwar, B.A, Punjab 1948; M.A. Delhi 1950; M.A. Michigan 1952. Pattern 
of foreign trade and economic growth of an under-developed economy: India since and 
before independence, 1954. Cornell. 

AntHony M. Tanec, B.B.A. Loyola (South) 1949. An analysis of southern economic 
development with particular reference to the effects of industrialization and urbaniza- 
tion upon local agriculture: Upper Southern Piedmont. 1955. Vanderbilt. 

A. VaIDYANATHAN, B.Com. Madras 1951; M.Litt. Pittsburgh 1953. Applications of benefit- 
cost analysis in planning in underdeveloped countries. 1955. Cornell. 

Rosert L. West, B.A. Yale 1948; M.A. 1950, Kenya in the British Empire. 1954. Yale. 

James L. Wigs, B.A. Boston College 1951. Location of industry in Southern Italy, 1955. 
Harvard. 


Statistics and Econometrics 


Degrees Conferred 


Mapan M. Baspar, Ph.D. Iowa (Ames) 1953. Statistical approach in planning production 
programs for interdependent activities. 

Ricuarp E. Brumserc, Ph.D. Johns Hopkins 1954. Utility analysis and the aggregate 
consumption functions: an empirical test and its meaning. 

Lawrence V. Conway, Ph.D. Illinois 1954. An analysis of production trends in the 
United States. 

Wattace W. Garpner, Ph.D. Michigan 1954. The Leontief interindustry relations analysis. 

Etmore A. Hate, Ph.D. Illinois 1954. Measurement of geographical differences in cost of 
living. 

Dick A. Leaso, Ph.D. Iowa 1953. A statistical analysis of some recent business patterns 
for Iowa and selected counties. 

Keento A. Mippreton, Ph.D. Columbia 1954. An estimation of monthly labor force, 
employment and unemployment data. 

Irvinc A. MorrisseTT, Jr., Ph.D. California 1953. The theory and measurement of 
liquidity. 

Joun M. Ryan, Ph.D. North Carolina 1953. The use of regional interindustry analysis 
in employment estimation. 
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STEPHAN SPIEGELGLAS, Ph.D. Wisconsin 1954. Input-output relations im the shoe industry, 
1947: a regional analysis. 

Datias H. StemintHorson, Ph.D. Harvard 1954. Problems in input-output analysis of the 
Canadian economy. 

Rosert H. Srrovup, Ph.D. Iowa 1953. Statistical techniques for estimating the composition 
of occupational skills in small urban areas. 


Theses in Preparation 

Tresor Fastan, Dipl. Econ. Hungarian Joseph Palatine 1946; D.S. 1947. Process type 
input-output analysis of the iron and steel industry. 1955. California, Los Angeles. 

Artuur S. Gorppercer, B.S. New York 1951; M.A. Michigan 1952. An econometric 
study of the American money and capital market. 1956. Michigan. 

J. O. Exvar Haroprn, B.B.A. Handelshégskolan (Géteborg) 1945; M.A. Minnesota 1947. 
Concepts and measurement of labor productivity. 1954. Minnesota. 

Detsert C. Hastincs, B.S. Minnesota 1947; M.A. 1949. A monthly index of regional 
business activity based on net product measurement. 1954. Minnesota, 

James M. HenveERsON, B.A. San Diego State 1951; M.A. Harvard 1954. A short-run model 
for resources. 1955. Harvard. 

Joun W. Kenpricx, B.A. North Carolina 1937; M.A. Chicago 1939, The measurement 
of productivity. 1955. George Washington. 


Steran V. Vatt, B.A. McMaster (Canada) 1951; M.A. Michigan 1952. An econometric 
model of growth: U.S.A. 1869-1953. 1955. Michigan. 


Economic Systems; Planning and Reform; Cooperation 
Degrees Conferred 
Joseru S. Bertiner, Ph.D. Harvard 1954. The Soviet industrial enterprise. 
Rottin O. Dunspon, Ph.D. Wisconsin 1954. Financial and dividend policies of cooperative 
associations. 
EstHer TauBer, Ph.D. New School for Social Research 1954. Molding society to man: 
sociological analysis of cooperative living in Israel. 
Wa tace D. Trevituian, Ph.D. Virginia 1954. South Carolina cooperatives. 


Theses in Preparation 

Mowamen A. W. Kua, B.S. Farouk First (Egypt) 1945; M.S. Wisconsin 1953. Relation- 
ship of the business cycle upon organization of cooperative associations. 1955. Wisconsin. 

Swney Kiet, B.S. California (Los Angeles) 1948; B.A. Southern California 1949. The 
economics of the land reform policies of the Chinese Communist Party, 1949-Dec. 1952. 
1956. Columbia. 

Grorce Metvitte, M.A. Indiana 1952. Concepts of economic development in the Soviet 
Union, 1955. Indiana. 


Jos K. Savace, Jr., B.S. North Carolina State 1949; M.S. 1950. Member and non-member 
business of cooperatives contrasted. 1955. Wisconsin. 


National Income and Social Accounting 


Degrees Conferred 
Bernarp CLyMan, Ph.D. Pennsylvania 1954. Structure of the personal income distribution : 
a methodological study of a sample of Delaware tax returns for selected years. 


Joun L. JoHnson, Ph.D, Kentucky 1954. Distribution of income payments to individuals 
in Kentucky by amount, by type, and by size: 1950. 
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Grtsert Kaskey, Ph.D. Pennsylvania 1954. An analysis of the internal shifting of identical 
recipient units, continuous sample of Delaware tax returns, 1925-1936. 


Pau. W. ZicKkeroose, Ph.D. Kansas 1954. Changes in Kansas income since 1900. 


Theses in Preparation 


Rosert W. Campsett, B.A. Kansas 1948; M.A. Harvard 1952. Soviet accounting—rules 
and techniques. 1954. Harvard. 

Leo G. Erickson, B.S.C. Iowa 1948; M.A. 1952. An analysis of the application of national 
income data for sales forecasting. 1955. Jowa. 

Ropert E. GatiMan, B.A. Cornell 1948; M.A. Pennsylvania 1949. National income, 1840- 
1880. 1955. Pennsylvania. 

Janet M. Hooxs, B.A. Mount Holyoke 1933; M.A. Bryn Mawr 1934. The contribution 
of women to national income. 1955. Illinois. 

Tuomas H. McKinney, B.S. Southern California 1945; M.B.A. Oklahoma 1949. Methods 
of estimating county income in Oklahoma. 1955. Oklahoma. 

Henry M. Pratt, B.B.A. Michigan 1948; M.S. Columbia 1950. An analysis of the structure 

of national income with a view to short run forecasting. 1956. Columbia. 


Business Fluctuations; Prices 


Degrees Conferred 

Morris Bupin, Ph.D. New School for Social Research 1954. An analysis of gross profit 
margins in American manufacturing industries—1899-1939. 

Atrrep H. Conrap, Ph.D. Harvard 1954. The redistribution of incomes and the matrix 
multiplier: the impact of fiscal policy on the distribution of income in 1950. 

Dents A. Fracc, Ph.D. California 1954, Underconsumption theories of the downturn. 

Mouamep GHoztan, Ph.D. Yale 1954. The recession of 1948-49. 

— A. Kesser, Ph.D. Chicago 1954. How inflation redistributes wealth: an empirical 
study. 

Hyman P. Minsky, Ph.D. Harvard 1954. Induced investment and business cycles. 

Wrutum A. Paton, Jr., Ph.D. Michigan 1954. The impact of inflation on corporate 
monetary items. 

Theses in Preparation 

MerepitH O. CLemMENT, A.A. Yuba 1948; B.S. California. 1950. Efficacy of automatic 
stabilizers. 1956. California. 

Joun C. Dawson, B.A. Middlebury 1948. Cyclical fluctuations in finance and production 
for industrial corporations. 1955. Cornell. 

Fioyp E. Griuts, Jr., B.A. Millsaps 1942; M.A. Michigan i952. A study in the sources 
and uses of corporate funds and the business cycle. 1955. Harvard. 

Mirrarp Hastay, B.A. Reed 1941. Uses of business anticipations data in short-term 
forecasting. 1956. Columbia. 

Expert J. Scuuss, B.A. Hunter 1949; M.A. Michigan 1950. Recession of 1949. 1956. 

Michigan. 


Money and Banking; Short-Term Credit; Consumer Finance 


Degrees Conferred 
Josep AscHHerm, Ph.D. Harvard 1954. Central banking and wage-induced inflation. 


Ricwarp J. Bannon, Ph.D. Catholic 1954. The history of the weekly combined statement 
of the twelve Federal Reserve Banks. 
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Francis W. Barsatov, Ph.D. Southern California 1953. An economic analysis of com- 
mercial banking in Nevada. 

Puiu Cacan, Ph.D. Chicago 1954. The monetary dynamics of hyper-inflations. 

Rupert J. Eperer, Ph.D. St. Louis 1954. The origin and development of money. 

Giapys B. ELtensocen, Ph.D. Wisconsin 1954. Cost of capital and fair rate of return. 

Rosert E. Emer, Ph.D. Chicago 1954. Monetary and fiscal policy in Western Germany 
since the end of World War II. 

Davip Fanp, Ph.D. Chicago 1954. Estimates of deposits and vault cash in the non-national 
banks in the post-Civil War period in the United States: 1876-1896. 

James W. Forp, Ph.D. Harvard 1954. International monetary relations and the British 
monetary system, 1920-1939. 

Ratpo T. Green, Ph.D. Duke 1954, Evaluating adequacy of bank capital: an analysis 
of the problem. 

Frank L, Greenway, Ph.D. Southern California 1953. An investigation into the problem 
of loan concentration and fund mobility within a branch banking organization. 

Warren Gustus, Ph.D. Chicago 1954. Commercial banks as lending agencies in the South. 

Georce T. Harris, Ph.D. Iowa 1953. The capital structure in American banking. 

Raymonp W. Heatwo te, Ph.D. Virginia 1954. State cash depositories of South Carolina, 
1932-1953. 

Georce Horwicu, Ph.D. Chicago 1954. Open market operations, the rate of interest, and 
the price level. 

SamMueL T. Ketm, Jr., Ph.D. California 1954. Commercial banking policy and practice in 
Belgium, 1944-1950. 

Leonarp J. Konopa, Ph.D. Pittsburgh 1954. Some contributions of a commercial bank to 
the creation, growth and survival of small business in the Pittsburgh area. 

Joun P. Lutz, Ph.D. Pennsylvania 1954. Commercial bank reserves and banking theory. 

Moeen U. Quresut, Ph.D. Indiana 1953. Banking and credit institutions in Pakistan, 
1947-1952. 

SALVATORE VALENTINO, Ph.D. Nebraska 1954. An evaluation of the application of the in- 
surance principle in bank deposit insurance. 


Ernest W. Waker, D.B.A. Indiana 1954. The growth and development of the specialized 
consumer credit industry in Indiana. 


Theses in Preparation 
Vircit M. Bett, B.A. Drake 1942; M.S. Wisconsin 1947. The history, organization and 
operation of the Bank of Mexico. 1955. Wisconsin. 
Anprew F. Brimmer, B.A. Washington 1950; M.A. 1951. Monetary policy and the in- 
vestment activity of life insurance companies. 1956. Harvard. 
Suta CHen Cuen, B.A. Hangchow; M.A. Illinois. A study in comparative banking sys- 
tems of United States and China. 1955. Illinois. 


Davip M. Core, B.A. Washington 1937; M.B.A. 1939. The development of banking in 
the District of Columbia. 1956. Columbia. 


J. A. Garsraitn, B.Com. McGill 1948; M.Com. 1950. The theory and practice of Ca- 
nadian banking. 1954. McGill. 


E_mer M. Harmon, B.A. Harvard 1950. Commodity reserve schemes. 1956. Columbia. 


Cuartes F. Haywoop, B.A. Berea 1949; M.A. Duke 1950. The implementation of mone- 
tary policy, with special attention to the “availability” of credit. 1955. California. 

Joun B. Henpverson, M.A. St. Andrews 1939. International monetary reserves, 1945-1952. 
1955. Harvard. 
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Marswatyt A. Kapran, B.S. Ill. Inst. of Tech. 1950; M.A. Chicago 1952. Neoclassical 
monetary theory. 1955. Chicago. 

Hiroyva Katayama, B.A. Waseda (Japan) 1950; M.S. Wisconsin 1952. Depreciation of 
Japanese yen during the 1930's. 1955. Wisconsin. 

Ernst Knetser, B.A. Harvard 1947; B.A. Cambridge 1952. Money flows in the security 
markets of the U.S. 1955. Harvard. 

Henry Latané, B.A. Richmond 1928; M.B.A. Harvard 1930. Empirical study of the 
income velocity of money. 1955. North Carolina. 

Bocpan MreczkowskI, B.S. London 1950; M.A. Illinois 1953, Communist money and 
banking: the Polish case. 1955. Illinois. 

Joun C. G. Perret, B.S. Missouri 1947; M.A. 1950; M.A. Harvard 1954. Some economic 
implications of changes in the rate of interest on the distribution of income. 1955. 
Harvard. 

Joun M. Puruirs, B.A. Elon 1932; M.A. Webster 1937; M.A. New School for Social 
Research 1951. Problems in consumer credit since World War II in the United States, 
Canada and Great Britain: a comparative study. New School for Social Reesarch. 

Epwarp L. Rapa, B.S. Oregon State 1937; M.S. 1942. Financing the flow of major home 
appliances. 1956. Southern California. 

TuHeopore H. Scuneiper, B.S. Denver 1948; M.B.A. 1949. An appraisal of bank loan 
Statistics as indicators of regional economic activity. 1956. Michigan. 

Haroitp L. Spatn, B.A. Oklahoma 1938. A history and appraisal of the real balances 
doctrine. 1955. California. 

Donatp E. Syvrup, B.A. Minnesota 1949; M.A. Wisconsin 1950. Norwegian banking and 
foreign exchange since World War II. 1955. Wisconsin. 

StanLey Tasor, B.A. City (New York) 1952. The commodity reserve plan as a counter- 
cyclical device. 1956. Columbia. 

Lioyp M. VALENTINE, B.A. Wisconsin 1949; M.A. California, Los Angeles 1951. Behavior 
of asset structure of financial institutions. 1955. California, Los Angeles. 

STEPHEN Wortanp, B.A. Illinois 1947; M.A. 1949. Postwar Federal Reserve policy 1945- 
1948. 1955. Illinois. 


Business Finance; Investments and Security Markets; Insurance 


Degrees Conferred 


Hector R. ANTon, Ph.D. Minnesota 1953. A critical evaluation of techniques of analysis 
of the flow of business funds. 

Rev. Cuirrorp S. Bessg, S.J., Ph.D. St. Louis 1954. Aspects of capital formation in the 
St. Louis metropolitan area, 1940-1950. 

Rosert T. Cotrins, Ph.D. Southern California 1954. The federal taxation of insurance 
companies. 

Srmon A. Gotpserc, Ph.D. Harvard 1954, Institutional savings and investment in Canada, 
with special reference to life insurance. 

Micuaet Gort, Ph.D. Columbia 1954. Investment decisions in an industry of rapid growth. 

Rosert A. Hepces, Ph.D. Illinois 1954. Principles of financial analysis of advance-premium 
property insurance operations. 

Ricuarp D. Jounson, Ph.D. Southern California 1953. The measurement and significance 
of short-term liquidity in a going business enterprise. 

Harotp C. Krocu, Ph.D. Iowa 1953. The structure and role of the local insurance agency 
in Iowa. 

Cartes N. Miuican, Ph.D. Florida 1954. Church financing by financial institutions in 
the United States, 1946-1952. 
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Caro: J. Muntz, Ph.D. New York 1954. Financial policies of the oil industry and their 
effects on investment values of the common stock. 

Monroe O. Newman, Ph.D. Illinois 1954. Economic issues in temporary disability in- 
surance. 

Invinc Prerrer, Ph.D. Pennsylvania 1954. Insurance and economic theory. 

Donatp Scores, Ph.D. Pennsylvania 1954. The development and scope of life insurance 
annuities in the United States. 


Theses in Preparation 


Vircrn1a Bett, B.S. Southern Illinois 1944; M.A. Illinois 1948. An analytical study of 
Illinois securities legislation. 1955. Illinois. 

Burnuam O. Camppett, B.A. Stanford 1948. Financing of construction activity. 1955. 
Stanford. 

Watter J. CHAMBERLIN, B.A. New York 1934; M.A. 1935. The economic function of the 
stockholder. 1955. Illinois. 

Rosert G. Cox, B.S. Illinois 1942; M.B.A. Pennsylvania 1946. Determination of depart- 
mental and commodity group profits in the retail drug trade. 1955. Pennsylvania. 

Hiram Davis, B.S. Kansas State Teachers’ 1924; M.S. Denver 1927. Factors influencing 
use of capital in manufacturing. 1955. Pennsylvania. 

Max E. Fessrer, B.S. Kansas 1936; M.B.A. 1941. Determining the risk of hail loss to 
Kansas wheat. 1955. Columbia. 

Wu J. Frazer, Jr., B.A. Huntingdon 1950; M.A. Columbia 1953. The effect of Fed- 
eral Reserve-Treasury policy on business financing: 1946-54. 1956. Columbia. 

Vircit G. Gates, B.A. North Texas State 1948; M.A. 1949. The investment of Rural 
Electrification Administration cooperative reserve funds. 1955. Oklahoma. 

Mark R. Greene, B.A. Stanford 1946; M.B.A. 1948. An analysis of credit insurance (with 
special emphasis on insurer’s viewpoint). 1955. Ohio State. 

Georce Hanc, B.S. Columbia; M.A. 1952. U.S. savings bonds as investments for in- 
dividuals and instruments of debt management policy. 1956. Columbia. 

Howarp C. Launstetn, B.A. Michigan State 1947; M.A. 1948. The development of 
financial statements for management of casualty insurers, 1955. Ohio. 

Hersert D. Monrrine, B.A. Williams 1950. Price competition, cost, variation and con- 
sumer behavior in the life insurance industry. 1955. Massachusetts Institute of Technol- 
ogy. 

Joun L. O’Donnett, B.A. Trinity 1951; M.B.A. Indiana 1952. A historical survey of the 
financial operations of the regional investment house. 1954. Indiana. 

FrepericK Omuinc, B.A. Baldwin-Wallace 1947; M.B.A. Miami 1949. Timber securities. 
Pennsylvania. 

Incotr H. E. Orro, B.A. Cincinnati 1947; M.A. George Washington 1948. The welfare 
aspects of insurance. 1955. George Washington. 

Isaac N. Reywnotps, B.S. Eastern Carolina 1948; M.S. North Carolina 1950. The impact 
on financial and other business policies of the choice of base and method for the amorti- 
zation of long-term credit. 1955. North Carolina. 

Jort E. Secatr, M.B.A. Chicago 1949. Commodity future’s contracts as investment outlets 
alternative to common stocks, 1955. Chicago. 

James G. SHeenan, B.Sc. Xavier 1941; M.A. Cincinnati 1952. Credit insurance from the 
policyholder point of view. 1955. Ohio. 

Lester B. Stricker, B.A. Pennsylvania State 1948; M.A. 1949, Financing of motor 
carrier industry. 1954. Indiana. 

E. R. Wicker, B.A, Louisiana 1945; M.A. 1948; B.Phil. Oxford 1951. Investment criteria 
as employed by British Colonial Development Corporation. 1955. Duke. 
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Public Finance 
Degrees Conferred 
CiiFFoRD D. Crarx, Ph.D. Chicago 1953. Accelerated depreciation and investment in- 
eiaind. Coox, Ph.D. Michigan 1954. An economic analysis of the federal taxation of 


income from cooperative enterprise. 


EstHer V. Duvatt, Ph.D. Illinois 1954. General equilibrium theory in the incidence of 
sales and excise taxes. 


Wattace I. Epwarps, Ph.D. Wisconsin 1953. Wisconsin inheritance taxation. 
Cartes GILBERT, Ph.D. New York 1953. How the United States financed World War I. 


BENJAMIN J. Katz, Ph.D. Harvard 1954. New Hampshire state government finances, 
1929-1949. 


Warren A. Law, Ph.D. Harvard 1954. Tobacco taxation in the United States. 

Donor M. Lion, Ph.D. Harvard 1954. The federal debt and economic activity, 1800-1950. 

Cuartes R. Lockyer, Ph.D. Kentucky 1954. An analysis of the Kentucky income tax. 

Cuo-t1Inc Mao, Ph.D. Northwestern 1954. Chinese tax system under the Chinese Na- 
tionalists. 

Warren E. Martey, Ph.D. Iowa 1953. A study of the accounting and budgeting law and 
procedures of Iowa municipalities under 10,000 population. 


Tuomas E. McMi1an, Jr., Ph.D. Wisconsin 1954. Intergovernment fiscal relations in 
Texas. 


Amotz Morac, Ph.D. Johns Hopkins 1954. Indirect taxes, inflation, and development: a 
re-appraisal of indirect taxation in underdeveloped countries. 


Wru1aAM N. Tatmers, Ph.D. Massachusetts Institute of Technology 1954. Municipal func- 
tional requirements and allocations. 


ArtHurR M. Taytor, Ph.D, Michigan State 1954. The taxation of insurance companies, 
banks and building and loan associations in Michigan. 


Mitton C. Tayior, Ph.D. Wisconsin 1954. Industrial tax exemption in Puerto Rico. 


Paut B. Trescott, Ph.D. Princeton 1954. Federal finance and the American economy, 1790- 
1860. 


Rosert L. WrinesToneE, Ph.D. Northwestern 1954. Undistributed profits tax as a counter 
cyclical device. 


Theses in Preparation 
Owen Atpis, B.A. Harvard 1948; LL.B. Yale 1951. Theories of fiscal policy. 1954. 
Harvard. 
Joun M. Firestone, B.S. City (New York) 1930; M.B.A, 1933. Cyclical behavior of 
federal revenues, expenditures, surpluses and deficits, 1879-1949. 1956. Columbia. 


James E. Howe tt, B.A. Fresno 1950; M.A. Illinois 1952; M.A. Yale 1953. Federal finance 
and the regional economy. 1956, Vale. 

Smwacoupa M. Kuor, B.A. Bombay 1948; M.B.A. Denver 1950. Development of tax ideas 
in India. 1955. Illinois. 


RosauieE B. Levine, B.A. Brooklyn 1949; M.A. Wisconsin 1950. State-local fiscal relations 
in the United States, 1955. Wisconsin. 


Maser Kwan-Wat Lt, B.A. National Central University (China) 1945; M.A. New York 
1948. The revenue system of Taiwan under the Chinese Nationalists. 1955. New York. 
Leonarp Ma.tet, B.S. Iowa State 1947; M.S. 1948. A comparative study of the Illinois 
retailers occupation tax and the Iowa retail sales and use taxes. 1954. Illinois. 
James H. Maroon, M.A. Indiana 1951. The inheritance tax in Ohio. 1955. Indiana. 
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TuHeovore C. Mesmer, B.S. Wisconsin 1948. International patterns of public expenditure. 
1955. Wisconsin. 

C. O. Mitter, B.S. George Peabody 1922; M.A. 1938; M.Ed. 1939. What are the financial 
problems in the support of public elementary, junior high and high schools of the 
United States? 1954. American. 

Wiu1aM F. Rarnc, B.A. Johns Hopkins 1950; B.S. U. S. Merchant Marine Academy 
1950. History and development of the corporation income tax in the state of New 
York. 1955. Cornell. 

Geruarp Rostvorp, B.A. Stanford 1948; M.A. 1949. Recent and contemporary theories 
of shifting and incidence of income taxation, 1954. Stanford. 

Harry L. SHapte, B.S. Simpson 1934; M.S. Iowa 1940. Federal taxes and the business 
structure. 1954. Jowa. 

Cuinc SHENG SHEN, B.A. Yenching 1941; M.A. Boston 1951. The incidence of alternative 
tax systems. 1955. North Carolina. 

Daviv E. Sutrtey, B.A. Princeton 1943; M.A. Utah 1949. Economic and administrative 
aspects of capital budgeting in municipalities. 1955. Southern California. 

Atrrep P. THorne, M.S. Columbia 1950, Public finance in the Caribbean area, 1956. 
Columbia. 

Ropert G. WERTHEIMER, J.U.D. Vienna 1933; M.A. Harvard 1953, Tax incentives to sav- 
ings and investments in Western Germany. 1956. Harvard. 


International Economics 


Degrees Conferred 
Pup W. Bett, Ph.D. Princeton 1954. The sterling area in the postwar, 1946-1952: in- 


ternal mechanism and cohesion. 

Gorpon Brake, Ph.D. Toronto 1954. Some aspects of Canadian customs administration. 

Frank C. Cuirp, Ph.D. Stanford 1954. German exchange contro] 1931-1938: a study in 
exploitation. 

Ropert Davenport, Ph.D. Columbia 1954. Soviet economic relations with Iran. 

Gorpvon J. Dosson, Ph.D. Ohio State 1953. The use of intergovernmental agreements in 
the marketing of agricultural commodities, with particular reference to International 
Wheat Agreement of 1949. 

Loreto M. Domincuez, Ph.D. Harvard 1954. International trade, industrialization and 
economic growth. 

Wru1aM H. Fink, Ph.D. California 1954. Ratios of international exchange and their rela- 
tion to national welfare and advantage. 

Rosert F, Gemmiutt, Ph.D. Harvard 1954. Western Germany’s postwar trade and pay- 
ments. 

Rotr Hayn, Ph.D. Wisconsin 1954. Peruvian foreign exchanges, 1929-1950. 

Suprmat Mooxerjeez, Ph.D. Harvard 1954. The sterling area—origin and evolution. 

Joun H. Reepy, Ph.D. New York 1954. Balance of international payment disequilibrium 
and its correction: an investigation of certain theoretical aspects. 

ALEx Rosenson, Ph.D. Chicago 1953. Aspects of British postwar external finance. 

Henry H. Scutoss, Ph.D. Columbia 1953. The Bank for International Settlements recon- 
sidered. 

Daviv C. Townsenp, Ph.D. Louisiana State 1953. The economic role of international 
monetary blocs. 

Mertyn N. Truep, Ph.D. Virginia 1954. Postwar bilateral payments agreements. 


Cut Tsu Wane, Ph.D. Illinois 1954. Postwar development of foreign trade in Southeast 
Asia, 1946-1952. 
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Wr H. Waite, Ph.D. Harvard 1954. Some aspects of the problem of flexible exchange 
rates. 

Kenneto M, Wricut, Ph.D. Columbia 1954. The sterling area dollar pool. 

Extuiot Zupnick, Ph.D. Columbia 1954. Britain’s postwar dollar problem—1945-51: a 

study in international disequilibrium. 


Theses in Preparation 

Hans-GintTuer Branpes, Dipl.-Landwirt Gottingen 1951; M.S. Cornell 1952. An investi- 
gation of international trade in newsprint between Canada and the United States. 1955. 
State of New York (Syracuse). 

NatHan Bropsky, B.S. Temple 1937. Devaluation as a solution of the British dollar gap. 
1955. American. 

Surrey A. Burr, B.A. Vassar 1948; M.S. Oregon 1952. The interrelationship of industriali- 
zation, foreign investment and balance of payments’ adjustment in “dependent” econ- 
omies: Canada, Chile and Australia. 1955. Cornell. 

Peter M. Cornett, B.A. Queens 1951; M.A. 1952. The case for free exchange rate. 1955. 
Harvard. 

Jeanne E. Dost, B.A. Washington State 1951; M.A. Radcliffe 1953. Mexico—an experi- 
ment in flexible exchanges. 1956. Harvard. 

Cart G. Fercuson, B.S. Ohio 1948. Structural disequilibrium in international trade. 1956. 
Wisconsin. 

Georce P. Fousex, B.A. Cambridge 1946; M.B.A. Columbia 1947, The New York foreign 
exchange market. 1956. Columbia. 

Anpreas Francou, Dipl.-Supreme School of Economics and Commerce (Athens, Greece), 
1949. The influence of monetary and exchange policies on the balance of payments: four 
illustrative cases in the postwar period. 1955. California. 

Joun N. Fry, B.A. Texas A. & I. 1948: M.A. Texas 1951. History of theories of motiva- 
tion underlying international investments. 1955. Texas. 

Hersert H. Grantz, B.S.S. City (New York) 1940. Post-war stabilization objectives in 
intergovernmental commodity agreements, case studies of tin and wheat. 1955. American. 

Marvin E. Goopstern, B.S. New York 1950. Studies in the international impact of eco- 
nomic fluctuations in the United States from the viewpoint of the recipient country. 
1955. Cornell. 

AsHER HALPERIN, B.A. Sch. of Law and Econ. (Tel-Aviv) 1947; M.A. California 1952; 
M.A. Princeton 1953. Palestine’s balance of international indebtedness 1930-1947. 1954. 
Princeton. 

Frances S. Harpin, B.Sc. Nebraska 1938; M.A. 1948. The economic effects of restrictions 
by the U. S. Department of Agriculture on U.S. foreign trade in agricultural commodi- 
ties. 1954. Colorado. 

Karet Horsik, J.U.D. Charles (Prague) 1947; M.B.A. Detroit 1950. Western European 
trade liberalization: its problems and progress. 1955. Wisconsin. 

Rev. Raymonp C. Jancauskas, S.J., B.A. Loyola (Chicago) 1937; M.A. St. Louis 1940. 
An evaluation of the International Monetary Fund. 1955. Catholic. 

Ronatp W. Jones, B.A. Swarthmore 1952. The effects of devaluation under various types 
of exchange standards. 1955. Massachusetts Institute of Technology. 

Marvin M. Kristen, B.S. City (New York) 1947; M.A. Columbia 1949. An evaluation 
of the General Agreement on Tariffs and Trade. New School for Social Research. 

Pepro C. Leano, B.S. Kansas 1938; M.B.A. California 1950. The Philippine Republic’s 
postwar balance of payments problem. 1955. Chicago. 

Micuart Micwakzty, M.A. Hebrew 1952. Foreign exchange control and repressed infla- 

tion. 1954. Johns Hopkins. 
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Joun H. Muni, B.A. Dartmouth 1949; M.B.A, Pennsylvania 1951, The tourist industry 
in Mexico. 1955. Texas. 

Joun C. Murpny, B.A. N. Texas Teachers 1943; M.A. Chicago 1949, Long term con- 
tracts for the export of Denmark’s butter and bacon. 1955. Chicago. 

Maryorre J. Murpny, B.A. Connecticut 1948; M.A. Mount Holyoke 1950; M.A. Fletcher 
School 1952. The sterling area and the European Payments Union, 1950-1953. 1955. 
Fletcher School of Law and Diplomacy. 

Aspas Orpoopapt, B.A. Teheran 1945; M.A. Maryland 1948. The International Bank for 
Reconstruction and Development. New School for Social Research. 

Witu1am L. Prnxston, B.S.C. Iowa 1942; M.A. 1952. A summary and evaluation of the 
International Monetary Fund, 1944-1954. 1955. Jowa. 

Ross J. Pritcuarp, B.A. Arkansas 1951; M.A. 1951; M.A. Fletcher School 1952. Will 
Clayton, a study of the role of a business-statesman in the formulation of United States 
economic foreign policy. 1954, Fletcher School of Law and Diplomacy. 

Rosert Rasorp, B.A. Pennsylvania State 1949; M.A. Pittsburgh 1950. The history and 
significance of non-merchandise items in international trade of the United States. 1955. 
Pittsburgh. 

SaMUEL Sapienza, B.B.A. Niagara 1947; M.B.A. Pennsylvania 1948. Western Hemisphere 
corporations. 1955. Pennsylvania. 

Joun Snaauw, M.A. Amsterdam 1950. Political and economic integration in Europe. 
New School for Social Research. 

Ratpo Spencer, B.S. Utah 1942; M.A. Duke 1949. The significance of coffee upon eco- 
nomic and political relations of the United States and Latin America. 1954. American. 


Business Administration 
Degrees Conferred 

Epwarp M. Barnet, Ph.D. Columbia 1954. Recent innovations in retail merchandising. 

Gorpon G. BaRNEWALL, Ph.D. Ohio State 1953. An analysis of shopping centers in the 
Washington, D.C. area. 

Cuao-SHENG CHEN, Ph.D. Iowa 1953. The impact of break-even point analysis upon in- 
dustrial management. 

Briatne M. Cooxe, Ph.D. Minnesota 1954. Economic education in industry. 

Arnotp Corsin, Ph.D. New York 1954. Central buying in relation to the merchandising 
of multiple retail units. 

Donatp A. Corsrn, Ph.D. California 1954. Accounting reports during inflation and de- 
flation. 

Paut M. Dauten, Ph.D. Washington (St. Louis) 1954. Business forecasting and its func- 
tional role. 

Aspe A. Ev-SHERBINI, Ph.D. Iowa 1954. Marketing aspects of consumer behavior analysis. 

Dascoms R. ForsusH, Ph.D. Harvard 1954. Product additions: business rationale and 
economic classification. 

Grorce A. Furer, Ph.D. Iowa 1953. The development and installation of a wage and 
salary structure for a major airline. 

Crauve S. Grorce, Ph.D. Iowa 1953. Management training films: their design, production, 
and application. 

Rosert A. Goovert, Ph.D. Iowa 1953. The industrial management curriculum. 

Wits D. Grapison, D.B.A. Harvard 1954. Management problems in pension investing. 


a C. HatTerMAN, D.B.A. Indiana 1954. The use of television as a local advertising 
medium. 


Samuet R. Hepwortn, Ph.D. Michigan 1954. Reporting foreign operations. 
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STANLEY C. Hottanper, Ph.D. Pennsylvania 1954. Discount retailing. 

RatpH C. Hook, Jr., Ph.D. Texas 1954. The marketing of used farm machinery. 

Gmsert R. Horne, Ph.D. Michigan 1954. The receivership and reorganization of the 
Abitibi Power and Paper Company, Ltd. 

James M. Huwno, Ph.D. Princeton 1954. Managerial decentralization: a case study. 

MaysBeE.1e Kout, Ph.D. Columbia 1954. The role of accounting in pricing. 

Sam A. D. Lerreste, Ph.D. Texas 1954. Characteristics of the Texas Latin-American market. 

Dantex C. Lewis, D.B.A. Harvard 1954. Direct costing acceptability of the method as an 
accounting practice for reporting internally and externally. 

Warp J. McDowe t, Ph.D. Iowa 1953. The marketing of consumer services. 

Stantey S. Mrier, D.B.A. Harvard 1954. Value analysis in the procurement of materials. 

Daryt G. Mitton, Ph.D. Minnesota 1953. Effects of decentralized management in selected 
industries. 

James J. Mutzen, Ph.D. Minnesota 1954. Some relationships between the volume of sales 
of Green Giant brand peas and advertising in seventy-four market areas. 

Donatp F. Mutviai1t, Ph.D. Chicago 1954. Communications research for the firm serving 
a local market : a case study. 

Wuu1am S. Peters, Ph.D. Pennsylvania 1954. Centralization of retail trade in the Phila- 
delphia metropolitan area. 

Carvin C. Potter, Ph.D. McGill 1954. An economic analysis of accountancy. 

Ricuarp T. Ruppuck, Ph.D. Ohio State 1954. An investigation and evaluation of work 
measurement as an administrative control. 

— Scumipt, Ph.D. Michigan 1954. A consideration of some aspects of business 
growth. 

Rosert G. Seymour, Ph.D. Illinois 1954. Behavior of costs in marketing. 

Grorce J. Stausus, Ph.D. Chicago 1954. An accounting concept of revenue. 

Donat E. Stout, Ph.D. Harvard 1954. Innovation in retailing: a theoretical] and histori- 
cal analysis. 

WENDELL P. TruMBULL, Ph.D. Michigan 1954. Corporate reporting of special income items. 

Samuet M. Woorsey, Ph.D. Texas 1954. Criteria for judging materiality in accounting in 
certain selected situations. 

Joun S. Wricut, Ph.D. Ohio State 1954. The development of policies affecting the mar- 
keting operations of the Jewell Tea Company, Inc., period 1901-1951. 

Dare E. Zanp, Ph.D. New York 1954. An analysis of managerial capital expenditure deci- 
sion-making. 


Theses in Preparation 


Herman Barner, B.A. Midland 1933; M.A. Iowa 1942. Minimizing death and gift tax 
liabilities on Iowa estates. 1954. Iowa. 

J. Ric#arp Box, B.A. Bowling Green 1943; M.B.A. Michigan 1949. Business ethics and 
the foundation of effective business relations—with particular reference to formalized 
codes and other statements of policy. 1955. Ohio State. 

Sister Isaport Brown, O.S.U., B.S. Creighton 1942; M.A. Catholic 1948. The historical 
development of the use of ratios as applied to financial analysis. 1955. Catholic. 

Tsun Cuen, B. L. National Wu-Han (China) 1940; M.B.S. Michigan 1949. Determination 
of business income: economics vs. accounting. 1956. Michigan. 

Jowannes H. DeLoor, B.Com. Pretoria (So, Africa) 1951, The cement industry: a com- 
parative study in the South African and American operation experience in the market- 
ing and selling of cement. 1955. Columbia. 
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Warren W. Etcueson, B.S.C. Indiana 1943; M.A. Iowa 1951. Marketing adjustments to 
changing factor prices in the retail food industry. 1954. lowa. 

Howarp N. Fitzyucu, B.S. Harvard 1930; M.B.A. 1933. A proposed study of specialized 
marketing programs to be directed to Negro consumers. 1955. Columbia. 


Ropert E. Harris, B.B.A. Texas A. & I. 1937; M.A. George Washington 1949, Deprecia- 
tion. Pennsylvania. 


BarBarA Jay, B.A. Vassar 1951; M.A. Radcliffe 1953. An industry study of retail food 
distribution. 1956. Harvard. 
Cuartes R. Jounston, B.A. Wayne 1950. Regional analysis of auto sales. 1957. Michigan. 


Joun P. Maccarp, B.A. Kentucky 1947; M.B.A. Alabama 1949. Methods of securing cer- 
tain retail information based upon empirical studies of a number of North Carolina 
cities. 1955. North Carolina. 

Josep L. Massie, B.S. Kentucky 1941; M.A. 1943. The management of a growing in- 
dependent oil company: The Ashland Oil Company, 1955. Chicago. 

D. D. Monteson, B.S. Vermont 1949; M.B.A. Miami 1951. Value added as a measure of 
the economic contribution of marketing. 1955. Ohio State. 


C. C. Potter, B.Sc. Sir George Williams 1948; M.Com. McGill 1950. An economic analysis 
of accountancy. 1954, McGill. 


Rosert W. Rosen, B.A. Colby 1948. Cost guides to managerial planning in the woolen 
and worsted industry, 1899-1939. 1954. Pittsburgh. 

Martin L. SHotzBercer, B.S. Richmond 1948; M.S. 1949. Merchandising problems in in- 
dependent infants’ and children’s wear stores. 1955. Ohio State. 

Fremont A. SHULL, Jr., B.S. Ohio State 1948; M.B.A. 1949. The determination of the 
advertising appropriation. 1956. Michigan State. 

Burnarp H. Sorp, B.B.A. Baylor, 1948; M.B.A. Texas 1953. A survey of budgeting 
practices in industry. 1956. Texas. 

Rosert M. Suttiivan, B.S. Pittsburgh 1943; M.A. 1949. Management development in 
banking. 1955. Pittsburgh. 

Donatp S. Tutt, B.S. Chicago 1948; M.B.A. 1949. An historical study of the causes of 
the decline in market share of three selected brands of soap. 1954. Chicago. 


Jack T. Turner, B.S. West Virginia 1947; M.A. 1951, The marketing of sugar in the 
continental United States. 1954. Indiana. 


Industrial Organization; Public Regulation of Business 


Degrees Conferred 


CuHartotTe P. ArHAperr, Ph.D. Harvard 1954. Price leadership and pattern setting. 

Pau. H. Banner, Ph.D. Harvard 1954. Competition in the automobile industry. 

Etvis L. Ecxes, Ph.D. Illinois 1954. The agricultural implement industry: oligopoly and 
public policy. 

Sanrorn D, Gorpon, Ph.D. New York 1953. Public opinion as a factor in the emergence 
of a national anti-trust program, 1873-1890. 


VERNON H. Gricc, Ph.D. Massachusetts Institute of Technology 1954. International price 
structure of crude oil. 


Cart Kaysen, Ph.D. Harvard 1954. United States vs. United Shoe Machinery Corporation, 
an economic analysis of an anti-trust case. 


—— B. Keewinc, Ph.D. Texas 1954. The public interest concept: a study in social 
control. 


Ropert LexacuMan, Ph.D. Columbia 1954. Competition and commercial printing. 
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Grorce Montcomery, Ph.D. Minnesota 1954. Wartime control of grain prices in the 
United States. 

Rosert D. Myers, Ph.D. Ohio State 1954. Section 7 of the Clayton Act with emphasis 
on recent developments. 

Merton J. Peck, Ph.D. Harvard 1954. Market behavior in the postwar American aluminum 
industry. 

E. ArtHur Rostnson, Ph.D. Catholic 1954. Federal incorporation: a study of proposals 
for requiring federal charters for corporations engaged in interstate commerce. 

Joun B. SHeanan, Ph.D. Harvard 1954, Competition vs. regulation policy as a policy 
aim for the telephone equipment industry. 

Leonarp W. Wess, Ph.D. Columbia 1954. Import price contro] in the United States, 1941- 
1953. 

Stanistaw H. Wetuisz, Ph.D. Harvard 1954. The British coal mining industry: a study 
of industrial relations under nationalization. 

Cart M. Waite, Ph.D. North Carolina 1954. Some economic criteria of the public in- 
terest in patent policy. 

Wuiuuiam V. Wiimor, Jr., Ph.D. Wisconsin 1954. A current appraisal of the cartel problem. 


Theses in Preparation 


Harry C. Arcuer, B.A. Lehigh 1937; M.B.A. Southern California 1953. A critical analysis 
of the United States Army’s method of computing gross requirements for end items. 
1955. Southern California. 

James G. Brack, B.B.A., M.B.A. Georgetown. The economics of stockpiling and strategic 
and critical materials. 1955. Georgetown. 

Gitsert T. Brown, B.A. Yale 1949; M.A. 1951. The entry of new firms into manufactur- 
ing in Connecticut since World War IT. 1956. Yale. 

Seymour FRriepianp, B.S. Boston 1950; M.B.A. 1951. Factors conditioning development 
of the large firm: a study of the 50 largest industrial corporations in the United States, 
1906-1950. 1955. Harvard. 

Davin C. Morter, B.A. Baldwin-Wallace 1950, Federal World War II policies relating to 
the iron and steel industry and their economic effect. 1954. Vanderbilt. 

Wirrarp F. Mvetter, B.S. Wisconsin 1950; M.S. 1951. Du Pont: a study in the growth 
of a firm, 1954. Vanderbilt. 

G. V. R. Murty, B.A. Andhra (India) 1951; M.A, 1952. A (statistical) study of size and 
efficiency of plants, and concentration in and localization of manufacturing industries 
of Canada. 1954. McGill. 

Bernarp Norwoop, B.A. Boston 1947; M.A. Fletcher School 1948. United States govern- 
ment procurement abroad. 1955. Fletcher School of Law and Diplomacy. 

Curnton A. Puituirs, B.A. Baldwin-Wallace 1949. The economics of functional pricing. 
1954. Vanderbilt. 

Harotp F. Purr, B.S. Miami 1938; M.B.A. Michigan 1948. Organization of small manu- 
facturing concerns in Southwest Ohio. 1954. Indiana. 

Saut S. Sanps, B.A. Temple 1950; M.A. 1953. Some aspects of the relationship between 
size of establishment in manufacturing industry, concentration of output among estab- 
lishments and monopoly. 1956. Pennsylvania. 

SrerHAN H. Sosnicx, B.A. California 1950. Size, social utility and workable competition. 
1955. California. 

Rosert STENDER, B.S. U. S. Military Academy 1949; M.P.A. Harvard 1953. The defense 
budgetary process. 1955. Harvard. 

Harotp A. Wotr, B.A. Oregon 1951; M.A. Michigan 1952. Escalator adjustments under 
direct price and wage controls, 1955. Michigan. 
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Public Utilities; T. sens. C 
Degrees Conferred 
Joun E. Attazan, Ph.D. Illinois 1954. Economic aspects of restriction of entry into the 
motor carrier industry. 
Wayne G. Broeut, D.B.A. Indiana 1954. The history of the Norwalk Truck Line Com- 


pany. 
Rosert J. Crark, Ph.D. New York 1953. The market for domestic air transport passenger 
miles. 


Maurice J. Erickson, Ph.D. Texas 1954. The impact of the court upon the work of the 
public utility commissions. 

Rate C, Heatu, D.B.A. Indiana 1954. The development of petrol pipe lines in the 
United States. 

Kart M. Mayer, Ph.D. New York 1954. A study of the economic potential of nuclear 
energy in the United States power industry. 

Rosert A. Netson, Ph.D. Clark 1954. Scandinavian airlines system: a case of international 
cooperation. 

Joun W. Skinner, Ph.D. George Washington 1954. Some aspects of the costs of the fed- 
eral electric power program, 1930-1952. 

Cart Stery, Ph.D. Pennsylvania 1954. Railway passenger service. 

Wattace O. Yoorr, D.B.A, Indiana 1954. The problem of the Railway Express Company. 

Pau. D. Zoox, Ph.D. Illinois 1954. Local and feeder airlines and public policy. 


Theses in Preparation 

Joun E. Asutey, B.A. Stanford 1943; M.B.A. 1947. Some economic aspects of natural 
gas conservation in California. 1956. California, Los Angeles. 

Joun E, Crayton, B.C.S. Georgia 1949; M.B.A. Pennsylvania 1951. Public utility regula- 
tion in Georgia. 1956. Pennsylvania. 

Burton B. Cranvatt, B.A, California 1928; M.B.A. Harvard 1930, Nationwide organiza- 
tion in the intercity bus industry. 1954. American. 

Howarp R. DeLancy, B.S. Bowling Green 1949; M.S. 1950, History of the Cole Motor 
Car Company. 1954. Indiana. 

Josern L. Frye, B.S. Tennessee 1949; M.S. 1950. Economic aspects of freight rates on 
sulphur in the Southeast. 1955. Florida. 

Grusert L. Grrrorp, B.B.A. Washington 1930; M.B.A. 1938. The economic aspects of na- 
tional aviation policy. Pennsylvania. 

Cuartes F, Heve, B.B.A. Texas 1943; M.B.A. Maryland 1947. Regulation of non- 
scheduled air carriers, Pennsylvania. 

Wattace F. Lovejoy, B.A. Rice 1950; M.A. Southern Methodist 1951. Economic prob- 
lems of the natural gas industry. 1955. Wisconsin. 

Grusert M. Metuin, B.A. Pittsburgh 1940; M.A. 1949. The Mississippi Shipping Co.: a 
case study in the development of Gulf Coast, South American and West African ship- 
ping, 1919-1953. 1955. Pittsburgh. 

Hucx S. Norton, B.A. George Washington 1941; M.A. 1950. The Diesel locomotive as an 
innovation, 1955. George Washington. 

Kxatrar P. Ransany, B.A. American (Beirut) 1949. The role of public utilities in the 
development of the Near East. 1955. Wisconsin. 

Rosert L. Rivers, B.A. Clark 1943; MLS. Illinois 1947, Postwar problems of Massachu- 
setts bus companies operating in cities under 200,000 population. 1955. Illinois. 

Donato W. Sgetyve, B.A. Indiana 1950; M.A, 1951. The rise of the L.P.-Gas industry: its 
problems and a possible approach to their solution. 1954, Indiana. 
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TITLES OF DOCTORAL DISSERTATIONS 


Industry Studies 
Degrees Conferred 
Jean Gerin-Layoit, Ph.D. McGill 1953. Wages and profits in the Canadian primary textile 
industries. 
Rosert S. RayMonp, Ph.D. Ohio State 1953. A study of the economics of wool grease 
recovery in the United States with special reference on marketing. 
Tomas M. Stansack, Ph.D. Duke 1954. Short run instability in the cotton broad woven 
goods industry, 1946-1951. 
Joun R. SumMERFIELD, Ph.D. California 1954. Some economic effects of the development 
of automatic process controls in American industry. 
Harorp L, Watter, Ph.D. New School for Social Research 1954. The whiskey industry; 
an economic analysis. 
NorMAN ZELLNER, Ph.D. California 1954. An economic analysis of the California prune 
industry. 


Theses in Preparation 


Joseru Arrov, B.B.A. Emory 1949; M.A. 1951. Industrial location and the new synthetic 
fibers. 1955. Harvard. 


Leon A. Bacuracu, B.A., M.A. Pittsburgh 1950. The patterning of productivity in Amer- 
ican manufacturing, 1899-1939. 1955. Pittsburgh. 


Purr J. Bourqurt, B.A. Massachusetts 1949; M.A. Pennsylvania 1950. The economic 
structure of the machine tool accessories industry. 1955. Pennsylvania. 


Witu1aM H. Burns, B.S. Clemson Agricultural 1948; M.S. 1952. Laboratory instrument 
measurement of cotton quality characteristics as a guide to profitable marketing and 


mill utilization. 1954, Texas A. & M. 

Harrison S. CAMPBELL, B.S. Mass. Inst. of Tech. 1950. Study of integration patterns in 
the steel industry. 1956. Columbia. 

Tuomas J. Davis, B.A. Mississippi 1927. The impact of national aggregates on textile 
fiber consumption in the U.S. since World War I. 1955. American. 

Victor R. Fucus, B.S. New York 1947; M.A. Columbia 1951. The economics of the fur 
industry. 1955. Columbia. 

Epwarp D. Gruen, B.A. Dartmouth 1931. Economic feasibility of wood residue utilization 
in New England: case studies of wood flour, wood pulp and hardboard. 1955. Duke. 
Seymour Himmetstein, B.S. City (New York) 1948. Tendencies toward multi-fiber 

integration in the textile industry. New School for Social Research. 
Yen Hut Ho, B.A. Kunming (China) 1942; M.A, Southern California 1951. The impact 
of inflation upon the steel industry in the United States. 1956. Southern California. 
Gtorra Mirter, B.A. Vassar 1948; M.A. Illinois. A study of the anthracite coal industry. 
1954. Illinois. 

Grorce E. O’Rourke, B.A. Georgetown 1951. Entry and growth of the firm in the meat 
packing industry. 1955. Johns Hopkins. 

Kemar S. SancHa, B.A. Punjab 1947; M.A, Oklahoma 1952. Productivity of manufacturing 
industries with special reference to Oklahoma. 1955. Oklahoma. 

Irwin M, Srerzer, B.A. New York 1951; M.A. 1952. The cotton textile industry. 1954. 
Cornell. 

Georce StepanovicH, B.A. Ohio State 1940. Locational aspects of an integrated steel 
plant in the Mississippi Valley region. 1954. Johns Hopkins. 


Wayne H. Werniment, B.A. Nebraska 1940. Effects of cash subsidies on the size of 
production in the U.S.A. 1955. American. 
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Land Economics; Agricultural Economics; Economic Geography 


Degrees Conferred 


Cart W. ALLEN, Ph.D. Iowa (Ames) 1954. Substitution relationships between forage and 
grain in milk production. 

Frank T. Bacumura, Ph.D, Chicago 1953. Geographic differentials in returns to corn 
belt farmers. 

Avon G. Batt, Ph.D. Iowa (Ames) 1954. Effects of soil conservation and soil improve- 
ment practices on farm profits and management. 

Joun Brackxmore, Ph.D. Harvard 1954. A watershed program for the TVA. 

Joun A. Boan, Ph.D. Ohio State 1953. Some aspects of expectation forming in the face 
of uncertainty in agriculture with special emphasis on farmers’ uncertainty preferences 
as revealed empirically in Clark County, Ohio. 

BERNARD J. Bowen, Ph.D. Iowa (Ames) 1954. Production planning of crops for Iowa 
farms—using activity analysis and linear programming. 

Rosert E. Branson, Ph.D. Harvard 1954. The structure and efficiency of food marketing 
in Puerto Rico. 

Dovctas D. Caton, Ph.D. Wisconsin 1954. Auction markets as a method of marketing 
livestock; with an analysis of the auction marketing system in Idaho. 

Lee M. Day, Ph.D. Minnesota 1953. Comparative efficiency of farm operations under 
alternative leasing systems. 

Arnotp H. Diamonp, Ph.D. Columbia 1954. The New York City Housing Authority: a 
study in public corporations. 

Paut L. Farris, Ph.D. Harvard 1954. Economic effects of selected changes in transportation 
technology on agricultural marketing. 

Joun FayverweaTHER, D.B.A. Harvard 1954. Case histories of zinc producing mines in 
Mexico and Canada. 

Kart A, Fox, Ph.D. California 1954. The demand for farm products: an appraisal of the 
applicability of single equation methods to statistical demand analysis for agricultural 
commodities. 

Joun R. Frazer, Ph.D. Iowa (Ames) 1954. Manufacturing costs in whole-milk creameries. 

TrRuMAN F. Grar, Ph.D. Wisconsin 1954. An economic analysis of the southwest Wisconsin 
Swiss cheese industry. 

Crecm B. Haver, Ph.D. Iowa (Ames) 1954. The economics of farm size in cash-grain 
farming in Iowa. 

Carrott V. Hess, Ph.D. Iowa (Ames) 1953. Personal, social and economic factors condi- 
tioning farmers’ decisions and resource use on Central Pennsylvania dairy farms. 

Loz M. Hoover, Ph.D. Harvard 1954. Capital and labor substitution on farms in the 
plains area of Kansas. 

Joun A. Hopxin, Ph.D. Iowa (Ames) 1954. Economics of western range resource use. 

H. J. Hupex, Ph.D. Iowa (Ames) 1954, Some cost relationships in lard processing. 

Vircit L. Hurtsurt, Ph.D. Iowa (Ames) 1954, Farm rental practices and problems in 
the Midwest. 

Vernon C. Jounson, Ph.D. Wisconsin 1954, A survey of leasing practices and problems 
in Wisconsin agriculture. 

Don Kane, Ph.D. Wisconsin 1954. The land tenure process in American agriculture: the 
competitive status of family farms and their adjustment to the life cycle of farm families. 

Rosert A. KavesH, Ph.D. Harvard 1954. Interdependence and the metropolitan region: an 
extension of input-output analysis. 

Eart W. Kenrserc, Ph.D. Iowa (Ames) 1953. Adaptation of economic production logic 
to feed utilization by livestock. 
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Gorvon A. Kino, Ph.D. Harvard 1954. An economic appraisal of alternatives to dairying 
on northern New England farms. 

Lee R. A. Kotmer, Ph.D. Iowa (Ames) 1954. Spray drying costs in low-volume milk 
plants. 

KrisTJAN KrisTJANSON, Ph.D. Wisconsin 1954. Taking private land for a public purpose. 

Joe O. Lami, Ph.D. California 1954. Primary money income from range watersheds. 

Benoit Lavicne, Ph.D. Wisconsin 1954. Resource productivity in Wisconsin farming. 

Francis B. McCormick, Ph.D. Ohio State 1953. An analysis of the market news service 
for livestock and grain in Ohio with special reference to the media of radio and daily 
newspaper. 

Troy Muttitins, Ph.D. Wisconsin 1954. Rice farming in Louisiana. 

Wyn F. Owen, Ph.D. Wisconsin 1954. Increasing agricultural production in a relatively 
well developed economy. 

Gustor A. Peterson, Ph.D. Iowa (Ames) 1953. Use of input-output analysis in estimating 
the interdependence of agriculture and other economic sectors. 

Watter H. Pierce, Ph.D. Minnesota 1953. Opportunities for economic adjustments in 
farming systems, central coastal plain, North Carolina, with particular reference to 
small tobacco farms, Wilson County. 

W. Georce PiInneELL, D.B.A. Indiana 1954. A survey of the economic base of the Evans- 
ville, Indiana, metropolitan area. 

James Praxico, Ph.D. Minnesota 1953. The economics of intensive forage systems. 

Howarp D. Rar, Ph.D. Ohio State 1953. Analysis of the operation of the Federal Crop 
Insurance wheat program in ten selected Ohio counties, 1946-1952. 

Daniet B. Ratusun, Ph.D. California 1953. The Veterans’ Home-Loan Program: origin 
and effects. 

Synpey C. Reacan, Ph.D. Harvard 1954. Peanut price support programs, 1933-1952, and 
their effect on farm prices. 

Niets Roruoitm, Ph.D. Minnesota 1954. Linear programming as a possible refinement of 
farm budgeting techniques. 

Frank S. Scott, Jr., Ph.D. Illinois 1953. An economic analysis of irrigation development 
with particular reference to multiple-purpose development of the Truckee-Carson river 
system in Western Nevada. 

Harotp R. SHaw, Ph.D. Iowa (Ames) 1953. Resource productivity in agriculture. 

Seymour Supt, Ph.D. Chicago 1954. Efficient management for government wheat stocks. 

Joun H. Snyper, Ph.D. California 1954. Factors affecting the ground-water economy of 
the Antelope Valley. 

Rev. Gervase J. Souxup, O.S.B., Ph.D. St. Louis 1954. A descriptive analysis of producers 
supplying the St. Louis, Missouri milk market, 1946-1951. 

Bernarp F. Stanton, Ph.D. Minnesota 1954. Using farm records in decision-making in 
livestock production. 

H. R. Stucky, Ph.D. Minnesota 1954. Settlement and repayment policies on irrigation 
projects. 

DaniEL W. Sturt, Ph.D. Wisconsin 1954. The marketing of cull dairy cattle in Wisconsin. 

Puitie J. THarr, Ph.D. Iowa (Ames) 1953. Responses of farmers to differences in crop 
yield variability in two counties in North Dakota. 

Wru1am D. Toussarnt, Ph.D. Iowa (Ames) 1953. Farm rental obstacles to land im- 
provements and suggested solutions. 

Tuomas E. TraMet, Ph.D. Iowa (Ames) 1954. Distributions of the fertilizer production 
function in relation to decision-making. 


Warren H. Vincent, Ph.D. Iowa (Ames) 1953. Economic principle as a guide to adminis- 
tration and teaching in the Agricultural Extension Service. 
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Epwarp H. Warp, Ph.D. Wisconsin 1954. The influence of technological and legal changes 
and the likely influence of concentrated milk on the operation of the Montana Milk 
Control Law. 

Howarp C. WiitiAMs, Ph.D. Ohio State 1953. The measurement of demand for hogs and 
cattle at the farm level. 

V. A. Woop, Ph.D. Minnesota 1954. Public land policy for Alberta. 

Rocer C. WoopwortH, Ph.D. Iowa (Ames) 1954. Economic analysis of protein-grain 
substitution relationships in pork production. 

CHarues E. Wutter, Ph.D. St. Louis 1954. A critique of the federal programs of mortgage 
insurance and home loan guaranties. 


Theses in Preparation 

Raymonp A. Barey, M.Sc. Ohio State 1948. A farm organization study of the swine 
enterprise in a commercial hog producing area of Ohio. 1955. Ohio State. 

ArtHur C. Bowman, B.A. Texas 1935; M.A. 1941. The history and present status of 
water utilization in the Rio Grande, 1955. Texas. 

Vere E. Burton, B.S. Platteville State 1939. Economic problems and trends in the pro- 
duction and marketing of Wisconsin livestock. 1956. Wisconsin. 

ArtHur L. Domixe, Jr., B.A. California (Los Angeles) 1948. An analysis of market 
behavior and pricing policies in selected cash grain markets. 1956. Wisconsin. 

Ritey S. Doucan, M.Sc. Ohio State 1951. An evaluation of economic information to Ohio 
farmers. 1955. Ohio State. 

C. Fever, M.Sc. Illinois 1948. The acceptance of recommended agricultural] prac- 
tices in Nausemond County, Virginia, relative to family organization, family values 
and related social and economic factors. 1955. Ohio State. 

Darrett F, Fienup, B.S. Iowa State 1951; M.S. Montana State 1952. Imperfect com- 
petition in milk procurement of Northwest Wisconsin dairy plants. 1955. Wisconsin. 
Davin R. Fircu, B.A. Texas A. & M. 1942; M.S. Wisconsin 1948. The tidelands oil 

controversy. 1955. Oklahoma. 

Conrap Gistason, B.S. Saskatchewan 1947. The storage of wheat with special reference 
to international trade. 1955. Chicago. 

Loyp Grover, Jr., B.Sc. Nebraska 1948; M.A. 1950. Public programs for land-use adjust- 
ment in the Northern Great Plains. 1955. Wisconsin. 

Lovuis-Marie Goreux, Lic. en Droit, Paris 1949; Docteur en Droit 1952; Docteur en 
Sc.Agr., Université Catholique de Louvain 1952. Productivity of the human agent in 
French agriculture (time series and inter-regional comparisons). 1954. Chicago. 

Cuartes Gray, M.A. Colorado 1949. Evolution of agriculture in New Zealand, 1955. 
Indiana. 

Royce A. Hinton, B.S. Illinois 1949; M.S. 1950. Implications of greater product specializa- 
tion on farms. 1955. Minnesota. 

Irvinc J. Hoc, Ph.B. Chicago 1945; M.A. 1951. Estimation of production function 
parameters for agriculture. 1955. Chicago. 

Crype R. Keaton, B.S. Tennessee 1950; M.S. 1952. Economics of apple production in 
Hando Valley, New Mexico (an area characterized by several disadvantages but with 
one advantage—earliness of crop). 1955. Minnesota. 

Masupa Kaan, B.A. Muslim (India) 1949; M.A. 1951. An evaluation of Minnesota farm 
price index numbers and recommendations for the future. 1955. Minnesota. 

Marvin W. Korrxe, B.S. Minnesota 1951; M.S. 1952. An economic analysis of farm 
lease arrangements. 1955. Minnesota. 

Racnar L. Kristyanson, B.S. North Dakota State 1951; M.A. Nebraska 1952. Manage- 
ment decisions in Wisconsin dairy plants. 1956. Wisconsin. 
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Harian C. Lampe, B.S. Minnesota 1949, An examination of output responses in agricul- 
ture with special reference to selected Minnesota farms. 1955. Minnesota. 

TuHeEoporeE Leep, M.Sc. Ohio State 1951. Supply-price relationships between greenhouse 
and shipped tomatoes and the effect of retail merchandising factors upon the sales of 
greenhouse tomatoes. 1954. Ohio State. 

Georce W. Luxe, B.S. Rutgers 1941; M.Sc. 1946. Agriculture in New Jersey, 1900-1950. 
1955. New York. 

Gitynn McBripg, B.S.A. Arkansas 1942. An analysis of federal agricultural policy. 1954. 
Wisconsin. 

Atmon T. Mace, B.S. Purdue 1934; M.S. 1936. Policy implications of agricultural credit. 
1956. George Washington. 

Guten H. MitcHett, M.Sc. Ohio State 1951. Prepackaging fresh fruits and vegetables with 
special reference to the Ohio apple industry. 1954. Ohio State. 

Marc Nertove, B.A. Chicago 1952. A study of the location of American agricultural 
production. 1955. Johns Hopkins. 

Loris A. ParcHer, B.S. Oklahoma A. & M. 1940; M.S, 1949. The use and tenure of land 
held primarily for its mineral potential in Oklahoma. 1955. Texas A. & M. 

Hans Pirnorer, §.G.L. Héhere Ackerbauschule Triesdorf (Germany) 1950; M.S. Min- 
nesota 1952. Factors affecting limits of machinery investment on Minnesota farms. 
1955. Minnesota. 

Wiru1am Ricute, M.Sc. Ohio State 1948. A history of agricultural cooperation in Ohio. 
1955. Ohio State. 

Raymond W. Rosrnson, B.S. Oklahoma A. & M. 1947; MS. 1949. Effects of size and 
type of container on costs of distributing milk to wholesale and retail outlets. 1955. 
Wisconsin. 

Epcar T. SHaupys, M.Sc. Ohio State 1952. A critical analysis of milk production cost 
determination methods. 1954. Ohio State. 

Henry K. SHearer, B.S. Pennsylvania 1947; M.A. 1949. The economic geography of the 
Pennsylvania Turnpike. 1955. Pennsylvania. 

Jay P. Swanson, B.S. Washington State 1946; M.S. 1947. The economic effects of vary- 
ing the amounts of forage on the organization of Minnesota farms. 1955. Minnesota. 

Cartes M. Tiesout, B.A. Wesleyan 1950; M.A. Michigan 1951. Balance of trade of the 
city of Ann Arbor. 1955. Michigan. 

Tuomas A. VieTorisz, M.S. Mass. Inst. of Tech. 1948. Chemical industries for regional 
development. 1955. Massachusetts Institute of Technology. 

Writtiam A. Wayt, M.Sc. Ohio State 1947. Part-time farming transition. 1955. Ohio State. 

Epwin R. Westcort. Seasonality of agricultural prices. Ohio State. 

Tuomas T. Wiiu1aMs, M.Sc. Illinois 1949. Elasticity of demand for apples and potatoes. 
1956. Ohio State. 

Gartanp P. Woop, B.S. Wisconsin 1951; M.S. 1954. Land tenure policy for Indian 
reservations in Wisconsin. 1956. Wisconsin. 

Grorce M. Woopwarp, B.A. Vanderbilt 1932; M.A. 1933. The economics of the marine 
fisheries of North Carolina. 1955. North Carolina. 


Labor 


Degrees Conferred 
Norman S. Anon, Ph.D. Wisconsin 1954. A history of the productivity concept with 
emphasis on associated union-management attitudes. 
Currorp M. Baumsack, Ph.D. Iowa 1953. Labor union attitudes and policies relating to 
production standards and wage incentives based on time studies. 


ALGERNON S. Betcuer, Ph.D. Catholic 1954. A study of the factors determining the 
exercise of jurisdiction by the National Labor Relations Board in three selected industries. 
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Jonan Btiustarn, Ph.D. New York 1954. The treatment of the collective bargaining 
legislation of the New Deal by the American Federation of Labor and the Communist 
Party (U.S.A.) 1933-1939. 

Marjorie S. Brooxsuire, Ph.D. Texas 1954. The industrial pattern of Mexican-American 
employment in Nueces County, Texas. 

Epwarp C. Bupp, Ph.D. California 1954, Labor’s share of the national income. 

RatpH J. Caances, Ph.D. Columbia 1954. Theory and practice of minimum wage legisla- 
tion: the Massachusetts example. 

Rosert A. Curistre, Ph.D. Cornell 1954. Empire in wood: a history of the United Brother- 
hood of Carpenters and Joiners of America. 

Donato E. Cutten, Ph.D. Cornell 1953. Factors affecting the interindustry wage structure. 

Maurice E. Dance, Ph.D. Wisconsin 1953. Agriculture and labor legislation. 

Lots R. Dean, Ph.D. Cornell 1953. Front office leadership: the decline of militancy in 
two union locals. 

Ricuarp T. Eastwoop, Ph.D. Wisconsin 1954. A history and analysis of protective labor 
legislation and its administration in Alabama. 

Jack ELLensocen, Ph.D. Wisconsin 1954. Development of labor movement theory. 

Ronatp H. Evperin, Ph.D. Wisconsin 1954. Labor relations in the British gas industry: 
from Whitleyism to Nationalism. 

Ropert FAULKENDER, Ph.D. Pittsburgh 1954. Historical and economic development of the 
Actors’ Equity Union. 

Witus E. Giese, Ph.D. Wisconsin 1954. Governmental economics under the Employment 
Act of 1946: a study of the institutional problems of employment planning in the 
United States. 

Georce B. Herixer, Ph.D. Michigan 1954. Grievance arbitration in the automobile 
industry: a comparative analysis of its history and results in the Big Three. 

Vivian W. Henverson, Ph.D. Iowa 1952. A study of personnel relations in negro business. 

Dare A. HENNING, Ph.D. Illinois 1954. Wage stabilization policies and problems, 
1950-1952, 

Morris A. Horow11z, Ph.D. Harvard 1954. Make-work rules in the railroad industry. 

Ricwarp E. Jay, Ph.D. California 1953. A case study in retail unionism: the retail clerks 
in the San Francisco Bay area (Alameda County). 

JoserH Kristov, Ph.D. Wisconsin 1954, Raiding and rivalry among American unions: a 
statistical analysis. 

Danret H. Krucer, Ph.D. Wisconsin 1954. A study of collective bargaining in Wisconsin. 

A. MatrHew Lorp, Ph.D. New York 1954. New York City banking industry: a profile 
study in labor-management relations. 

Sister Marie ExvizaseTa Lyncnu, S.B.S., Ph.D. Catholic 1954. Labor and tariff issues in the 
major parties’ platforms, 1900-1932. 

Roy D. MacTavisn, Ph.D. Cornell 1953. Executive development: an evaluation for the 
Bigelow Institute of Industrial Management. A two-year program of the Bigelow- 
Sanford Carpet Company, Inc., Amsterdam Plant, New York, 1951-1953. 

Wiruram S. A. Martin, Ph.D. Toronto 1954. A study of legislation designed to foster 
industrial peace in the common law jurisdiction of Canada. 

Campsett R. McConnett, Ph.D. Iowa 1953. An analysis of the economic theories of 
collective bargaining. 

Leon C. Meccrnson, Ph.D. Louisiana State 1953. An analysis of economic and non- 
economic incentives and their effects as stimuli to production. 

Oscar W. Nestor, Ph.D. Pennsylvania 1954. A history of personnel administration, 
1890-1910. 
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Joun C. Norsy, Ph.D. Minnesota 1954. An evaluation of Norwegian postwar wage 
policy—1945-1950. 

RatprH S. Novak, Ph.D. Iowa 1953. Collective bargaining in the meat-packing industry. 

Rosert W. Ozanne, Ph.D. Wisconsin 1954. The effects of Communist leadership on 
American trade unions. 

Daniet J. Paorucci, Ph.D. Cornell 1954. The development of a multi-purpose job 
analysis method for a selected navy rating. 

Cartes D. Puiurs, Ph.D. Iowa 1952. State efforts to settle public utility labor disputes. 

Wi sur F. Pirtssury, D.B.A. Indiana 1954. The use of corporate financial statements and 
related data by organized labor. 

Doris E. PutitMAn, Ph.D. Wisconsin 1953. Effort of the Teamsters’ Union, A.F. of L., to 
expand employment and earnings. 

Sipney W. Sarssurc, Ph.D. Wisconsin 1953. The establishment and operation of federal 
emergency disputes settlement machinery in the post-Korean mobilization period. 

Victor A. Scumipt, Ph.D. Cornell 1953. Employee education in the nation’s basic indus- 
tries: a study of patterns of organization and procedures characterizing plant education 
programs with specific reference to non-vocational aspects. 

WALTER Scuratz, Ph.D. Pittsburgh 1954. Development and experience of grievance 
procedure: with reference to the open-end and closed-end types. 

Don A. SEAsTONE, Ph.D. Oregon 1954. Guaranteed wages and employment and their role 
in collective bargaining. 

FrepertcK J. SEuBERT, Ph.D. Cornell 1954. Case study of human relations in a conflict 
situation. 

Kart F. Srmpson, Jr., Ph.D. Wisconsin 1954. The place for unionization in public em- 
ployment. 

Rosert E, Srrain, Ph.D. Wisconsin 1953. Determinants and recent trends. 

Epwarp Sussna, Ph.D. Illinois 1954. The 1952 steel strike. 

James W. Sweeney, Ph.D. Massachusetts Institute of Technology 1954. Aggregate em- 
ployee productivity under the Scanlon Plan. 

Aaron Warner, Ph.D. Columbia 1954. British trade unionism under a Labor government: 
1945-1951. 

Norman J. Woop, Ph.D. Columbia 1954. Restriction of output by the railroad labor unions. 


Theses in Preparation 

ALBERT BucKBeErc, B.A. George Washington 1947; M.A. Michigan 1954. Geographic wage 
differentials. 1957. Michigan. 

Eart F. Cuert, B.S.L. Minnesota 1947; LL.B. 1949. A study of labor supplies under 
varying prices of leisure. 1954. Minnesota. 

Frank E. Cuurps, B.A. Willamette 1934; M.B.A. Southern California 1936. Criteria of 
wage flexibility. 1954. Minnesota. 

Joun T. Conton, B.B.A. Massachusetts 1949; M.A. Connecticut 1951. Analysis of arbitra- 
tion of discipline cases. (Category 1). 1955. Michigan State. 

Louis A. Dow, M.B.A. Indiana 1952. A critique of the Chicago School wage theory and 
wage policies. 1955. Indiana. 

Harry B. Ernst, B.S. Boston College 1950; M.A. Boston 1951. Productivity and wages 
in Massachusetts. 1955. Harvard. 

Laura Estasroox, B.A. Bryn Mawr 1939; M.A. Columbia 1952. The settlement of 
national emergency labor disputes: 1945-50. 1956. Columbia. 

Wa ter Kern, B.S. Pittsburgh 1944; M.A. 1947. An analysis of minimum wage legislation 
and its implications for future policy making. 1955. Pittsburgh. 
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Swwney J. Kronisu, B.S. New York 1935; M.A. 1937. Economic planning by a trade 
union in the men’s clothing industry. New School for Social Research. 

Henry A. LANDSBERGER, B.Sc. London School of Economics 1948. An analysis of situational 
and role factors in mediation. 1954. Cornell. 

Evita M. Lentz, B.A. Chicago 1947; M.A. 1950. Theoretical implications of the study 
of human relations in hospitals. 1955. Cornell. 

Puiu D. McCoury, B.A. Reed 1948; M.A. Duke 1950. The Railroad Brotherhoods and 
the U. S. Congress. 1955. Duke. 

F. Ray Marswatt, B.S. Millsaps 1949; M.A. Louisiana 1950. Impediments to trade 
union organization in the South. 1955. California. 

JoserpH E. Mrzano, B.A. Union 1936; M.S. State Teachers (Albany) 1946. A study of 
the application of machine breakdown analysis for determining content for training 
machine maintenance men. 1954. Cornell. 

Stantey Miter, B.S.S. City (New York) 1950; M.S. Wisconsin 1951. The CIO as a 
power group. 1956. Wisconsin. 

Howarp C. Nupp, B.S. Ohio State 1947; M.B.A. 1949. Survey of seniority plans and 
practices in selected Ohio industries. 1954. Ohio State. 

Murray E. Poraxorr, B.A. New York 1946; M.A. Columbia 1949, The Texas State 
Industrial Union Council—CIO, 1955. Columbia. 

Ropert PortxtncHorNn, B.A. Colorado 1948; M.A. Chicago 1952. Wages and salaries in 
the United States compared regionally. 1955. Chicago. 

JoserpH A. RarraEtE, B.A. City College 1939; M.A. Temple 1947, The structure of 
clerical wages—an analysis of the structure and changes in office clerical rates in the 
Philadelphia labor market, 1939 to 1953. 1955. Pennsylvania. 

Etton Rayack, B.A. George Washington 1949. Wage rates and earnings in the men’s 
clothing industry. 1955. Chicago. 

Aran D. Repptnc, B.A. California 1948; M.A. Columbia 1950. Size and distribution of 
non-agricultural employment in the U.S.S.R., 1928-55. 1956. Columbia. 

Reep C. RicHarpson, B.S. Utah State 1944; M.A. California 1949. The history of the 
Brotherhood of Locomotive Engineers. 1956. Cornell. 

Gus T. Riwcer, B.S. Lincoln (Missouri) 1950; M.S. Missouri 1951. The labor movement 
in India. 1956. Wisconsin. 

Murray M. Rouman, B.L., Brooklyn Law School, 1937; M.B.A. Denver 1950. The in- 
fluence of wage stabilization boards on collective bargaining in the steel industry. 1954. 
Colorado. 

DaniEt D. Roman, B.S. Southern California 1949; M.A. 1953. Relation between industrial 
and labor jurisprudence. 1955. Southern California. 

Harotp G. Ross, B.S. Pennsylvania 1950; M.S. Cornell 1951. Some forces affecting the 
intercity wage structure in the United States. 1955. Cornell. 

Grorce S. SAUNDERS, B.Com. Toronto 1951; M.S. Wisconsin 1952. Unionism and earnings 
in Canada. 1955. Wisconsin. 

Teresa A. R. SHaprro, B.A. Hunter 1932; M.A. Columbia 1933. Occupational mobility 
of scientists. 1956. Columbia. 

Jack Streser, B.S.S. City (New York) 1940; M.A. Minnesota 1948. Wage structure in 
the U. S. steel industry. 1954. Harvard. 

Ram S. Tarneya, B.A. Delhi (India) 1951; M.A. 1953. A study of industrial democracy in 
India. 1955. Virginia. 

Cuaries W. Vear, B.A., M.A. Indiana 1952; M.A. Fletcher Schoo] 1953. The influence of 
organized labor upon American foreign policy. 1955. Fletcher School of Law and 
Diplomacy. 

Werner M. BiumeEntTHAL, B.S. California 1951; M.P.A., M.A. Princeton 1953. Labor- 
management cooperation in the German iron and steel producing industry, 1945-52. 
1955. Princeton. 
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Population; Social Welfare and Living Standards 


Degrees Conferred 

Joun W. Beatr, Ph.D. Illinois 1954. The relation between the business cycle and popula- 
tion movements from the South. 

Maurice C. Benewit1z, Ph.D. Minnesota 1954. Economic factors in migration to St. Paul, 
Minnesota, 1940-1950. 

Epwarp L. Brink, Ph.D. Pennsylvania 1954. Difference in the age distribution of farm and 
non-farm populations. 

Joun A. Corps, Ph.D. Wisconsin 1954. Views on the development of social security and 
its role in America. 

JoserH J. Kiros, Ph.D. Wisconsin 1954. Social security and the farmers. 

Herman P. Mitter, Ph.D. American 1954. Some factors affecting personal income dis- 
tribution in the United States. 

Jerome ROTHENBERG, Ph.D. Columbia 1954. The social welfare function: foundations of 
welfare economics. 

Etpon D. Smitu, Ph.D. Wisconsin 1954. Migration and adjustment experiences of rural 
migrants in Indianapolis. 

Geratp E. THompson, Ph.D. Iowa 1953. The role and effect of private pensions in the 
American economy. 

Kart F, Trecxer, Ph.D. Illinois 1954. Economic aspects of old age assistance in the State 
of Ohio. 

Lyre R. Truesioop, D.B.A. Indiana 1954. Unemployment compensation disqualifications 
in Indiana. 

Josep W. Wrrtarp, Ph.D. Harvard 1954. Some aspects of social security in Canada. 


Theses in Preparation 


Monamep K. Anous, B.A. American (Cairo) 1947; M.A. Southern California 1950. 
Population changes and economic welfare. 1955. Southern California. 

Rosert A. BANDEEN, B.A. Western Ontario 1952. Automobiles and state per capita 
incomes, 1930, 1940 and 1950. 1955. Duke. 

Davip W. Barktey, B.A. California 1934; M.P.A. Harvard 1953. Problems of the aging 
population and the role of the government. 1955. Harvard. 

E_mer W. Bunkers, B.S. St. Johns (Collegeville) 1948; M.S. Minnesota 1949. An 
analysis of expenditures for food and food services. 1955. Minnesota. 

Bernarp F. Duck, B.A. DeSales 1943; M.A. Catholic 1952. Some aspects of the economic 
status of the family in the United States. 1955. Catholic. 

Grorce Fisk, M.B.A. New York 1949, Social status factors in consumer information. 
1956. Pennsylvania. 

Howarp Lattin, B.A. Brooklyn 1952; M.A. Harvard 1953. The economics of cancer. 
1955. Harvard. 

STEPHEN Low, B.A. Yale 1950; M.A. Fletcher School 1951. Colonial policy and population 
growth in the Philippines. 1955. Fletcher School of Law and Diplomacy. 

Joun M. Monrtias, B.A. Columbia 1947; M.A. 1950. Surplus population in agriculture. 
1956. Columbia. 

Som ProxasH, B.A. Delhi (India) 1951; M.A. 1953. Economic aspects of population growth 
in India since 1947. 1955. Virginia. 

Hanna Rizk, B.A. American (Cairo) 1934; M.A, Chicago 1938. Fertility of the Egyptian 
people. 1955. Princeton. 

Eart M. SterHanson, B.A, Montana 1949; M.A. 1950. History of unemployment insurance 

in Wisconsin. 1956. Wisconsin. 
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VACANCIES AND APPLICATIONS 


The Association is glad to render service to applicants who wish to make known 
their availability for positions in the field of economics and to administrative officers 
of colleges and universities and to others who are seeking to fill vacancies. 

The officers of the Association take no responsibility for making a selection among 
the applicants or following up the results. The Secretary's Office will merely afford 
a central point for clearing inquiries; and the Review will publish in this section brief 
description of vacancies announced and of applications submitted (with necessary 
editorial changes). Since the Association has no other way of knowing whether or 
not this section is performing a real service, the Secretary would appreciate receiving 
notification of appointments made as a result of these announcements. It is optional 
with those submitting such announcements to publish name and address or to use a 
key number. Deadlines for the four issues of the Review are February 1, May 1, 
August 1, and November 1. R 

Communications should be addressed to: The Secretary, Ainerican Economic 
Association, Northwestern University, Evanston, Illinois. 


Vacancies 


Economic consultant and analyst: A Canadian firm of consulting economists wishes 
to expand and would be interested in receiving communications from mature econ- 
omists. The details of the position and the personal characteristics required are, 
mainly: a keen sense of both the powers and the limitations of economic theories 
and statistical techniques when applied to business problems; the ability to represent 
and promote, in a restrained manner, the services available; the desire to spend 
some time in working with the raw material of research projects in order to become 
familiar with the Canadian scene and resources; some previous experience in con- 
sulting work in the United States; the ability to engage in free discussion and, 
where necessary, to accept direction. Initially a salary will be paid which is above 
average for Canada as well as a share in the profits. A satisfactory record could 
lead to a partnership. Wriie Canadian Economic Research Associates, Room 901, 
King Street West, Toronto, Ontario, Canada. 


Monetary economist: Large midwest corporation wants a top flight recent graduate 
with training in theory of money and banking, statistics and economics to work on 
its cash investments and to do research on money market movements. Experience 
in investments helpful but not necessary. With proper ability and background one 
can learn on the job. P165 


Research in banking and economics: Economic analyst to assist research director of 
trade association in the field of banking and related subjects. P166 


Economists Available for Positions 


Labor, history of economic thought, international economics, business cycles, economic 
principles: Man, 35, PhD. Six years of teaching experience; government, research 
experience; publications. Currently teaching. Desires teaching position. E419 


Labor, comparative economic systems, current economic problems, economic history, 
economic and social thought, money ana banking, public finance, international trade, 
personnel and manpower policy: Man, 37, married, M.A., and Ph.D. residence 
completed at Columbia University. Six years of teaching economics and social science 
as well as background in adult education; 3 as editor and research director 
in the book publishing and public relations eld dealing with labor relations; 3 
years of personnel and industrial relations work in industry; market and opinion 
research experience. Interested in teaching, research, writing, editorial and/or ad- 
ministrative positions. E434 
Industrial surveys, personnel management, market research, international economics: 
Man, 36, Ph.D. Extensive experience with industry, government, advertising, foreign 
intelligence; various teaching positions; publications; supervisory, editorial, public 
relations, and lecturing experience. Several foreign languages. Presently employed 
in New York City headquarters of an international organization. Interested in more 
responsible position with industrial, commercial company or large university. E450 
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International economics, public finance, comparative economic systems, U.S. economic 
history, money and banking, statistics: Man, 34, married, Ph.D., Columbia Univer- 
sity. Six and a half years of teaching; 2 years as economic adviser to government of 
underdeveloped area; broad writing, business, and foreign experience. E451 


American economic history, corporation finance, business cycles, economic theory, 
Statistics, economic principles: Man, 28, married, B.A., New York University; M.A., 
Columbia; course requirements practically completed for Ph.D. One year of experi- 
ence as a government statistician and economist; 2 years as a statistician in private 
industry. Seeks part-time evening position teaching at a college in the New York 
metropolitan area. E456 


Investment analysis, auditing, budgeting, business finance: Man, 50, J.D. Twelve 
years of experience in banking, credit, and investment in Europe; 5 years of auditing 
in large European corporations; 5 years as professor of business administration and 
accounting in an American university. Desires position as investment analyst or 
controller. Also interested in teaching position. E468 


Economic analysis, welfare theory, comparative economic systems, economics of 
socialism: Man, 49, married, Ph.D. Seven years of full-time graduate work, including 
2 years Carnegie-financed postdoctoral research training at Columbia University; 
6 years of university teaching; 7 years as government economist-statistician in Wash- 
ington and Europe; 4 books published. Desires teaching or research position. Avail- 
able in September, 1954. E503 


Economic history, history of economic thought, economic theory, money and banking, 
business cycles, international trade and economics, economic geography, corporation 
finance, investments, marketing: Man, 29, married, Ph.D. (Rotterdam). Resident in 
Canada for 3 years; fluent English and 4 other languages; dissertation, written in 
English, published. Some industrial and teaching experience. Desires teaching, re- 
search, or advisory position. Available in jase , 1954. E513 


Business administration and organization, economics, retailing: Man, 41, married, 
Ph.D. Wide business experience for past 17 years as president and general manager 
of successful Midwestern manufacturing concern of nondurable merchandise; some 
teaching experience. Desires teaching position at college or university. E518 


Corporation finance, personal finance, business administration, economics, economic 
history, medical economics, co-operatives: Man, 42; now completing Ph.D. in eco- 
nomics. Twenty years of experience in securities, corporation finance and business 
management, in government, business, and co-operatives. Now employed as super- 
visory accountant of a large eleemosynary organization in Washington, D.C. Seeks 
position combining fiscal, administrative, and teaching duties. E527 


Business cycles, economic development, public control, transportation: Man, 35, 
M.A., Ph.D., University of Pennsylvania. Nine years of teaching experience at lead- 
ing institutions; 5 years in industry. Broad familiarity with manufacturing and trans- 
port industries; oo publication record. Desires teaching and/or research, Available 
January, 1955, if necessary. E528 


Economic analysis, international economics, industry studies, underdeveloped areas, 
market research, public finance: Man, 39, Ph.D., Columbia University. Extensive 
government background at high level in Orient and Middle East financial, foreign 
trade, and economic problems; research, writing, teaching, broadcasting, administra- 
tive and public relations. Seeks teaching or research position. Available immediately. 

E530 


Economic development of underdeveloped areas, socioeconomic planning, interna- 
tional economics, international relations, economics, African problems: Man, 38, 
married; M.A. (economics), University of Nebraska, M.A. (international admin- 
istration), Columbia University; Ph.D. expected in summer of 1954, University 
of Chicago. Four years of field research and traveling fellowships in Africa and Asia; 
teaching and extensive public lecturing experience. He is attending summer con- 
ference on African administration and economic development planning at Cam- 
bridge University, as guest of the British Colonial Office. Available for teaching 
and/or research in fall of 1954. (Complete background and references available at 
the University of Chicago Placement Office.) E534 


Principles, government and business, government and labor, economic bistory, 
regional development, comparative economic systems, labor economics, economic 
theory: Man, 31, married, Ph.D. Four years of teaching and 2 years of 

experience; publications. Will consider any location but prefers midwest or West 
Coast. Seeks position for June or September, 1955. E535 


Economic principles, labor, economic thought, economic history, economic systems, 
corporation finance, marketing, money and Senkia : Man, A.M., Northwestern Uni- 
versity, Ph.D., Yale University. Fifteen years economics teaching experience; 
government experience as section chief. Research project in economic history com- 
pleted. Available now. E536 


Theory of political economy, history of economic thought, economic history, com- 
ative economic systems, public finance, international economics: Man, 33, married, 
.D. Seven years of university teaching experience. Desires teaching position. 

Available in June or September, 1955. E537 


Transportation, traffic management, management research, economic analysis, in- 
dustrial development, international economics: Man, 45, married, B.S., C. & B.A., 
LL.B., Licensed ICC Practitioner. Four years of statistical research and rate analysis 
covering all classes of public car-iers for state utilities commission; 8 years of 
economic analysis, industrial development, and plant location studies; 4 years of 
management research and long-range planning for a major international airline; 
4 years of international trade promotion and development concurrently teaching 
extension courses in large state university; 31/2 years in top field administrative 
Post in government emergency defense program. Desires cost control and manage- 
ment research position in private industry, or business research administration or 
teaching. Preferred location Western U.S. E538 


Transportation, public utilities, business and government, management, insurance, 
economic history, doctrine, theory, and other economics, business administration: 
Man, 35, married, M.B.A., Ph.D. Two years as government economist; 3 years of 
teaching. Desires ny position at university with facilities and aaieeaae | for 
research. Available in fall, 1955. 539 
Sales and market analyst: Man, 30, B.S., M.S., in business administration. Proven 
leadership abilities. Presently holds key position in sales and market analysis section 
of top corporation and deals with all phases of business and sales management. Will 
consider position heading department in medium-size firm or as assistant chief in 
larger corporation. E540 


Economic planning of underdeveloped areas: Man, 40, married, Jurist. Diploma of 
Zagreb and Belgrade Universities (recognized by New York University and State 
Department). Free to travel. Experience basis (1932-47) stemming from active 
participation in the econor-ic warfare of the Nazi-Fascist forces and Western Powers 
in Central Europe. Economist and jurist with all administrative aspects of multi- 
linguist background, carried into World War II officer's duty under four Allied flags. 
Desirous of working for people understanding the implication of the present geo- 
politico economic conflagration. E541 


Economic and financial history, economic theory, public finance, money and banking, 
labor economics, corporation finance, investments and allied subjects: Man, 40, married, 
Ph.D. Now teaching at large Eastern university. Interested in teaching position or 
perhaps a combination of teaching and some administrative work. E542 
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“PLEASE HELP ME. MY HUSBAND IS VERY ILL.” 


Out of the Night 
Came a Call 


for Help 


Quick action of alert 
telephone operator 
helps save man 

with heart attack 


AwarpeD Mepat. Mrs. Carolyn F. Gross, night 


operator in Berlin, N. J., was awarded the Vail Medal 
for resourcefulness in handling emergency call. 


It was about two o'clock of an 
August morning when the call flashed 
on the switchboard. A woman, in an 
excited voice, asked to be connected 
with a doctor. 

Mrs. Carolyn F. Gross, the night 
operator, rang the doctor’s home im- 
mediately but he was unavailable. 
Sensing a critical emergency, she asked 
if she could help get another doctor. 

“Oh, please do everything you can,” 
implored the caller. “My husband has 
had a heart attack and is very ill.” 

Mrs. Gross rang a doctor who had 
—— in a previous emergency. Then, 
realizing he was new in the area, she 


arranged to have the State Police meet 
him and lead him to the house. 

Shortly after, the subscriber’s daugh- 
ter called to ask for oxygen. 

“It’s on the way,” said Mrs. Gross. 
“I thought you might need it so I 
telephoned the emergency ambulance 
service. They'll be there any minute.” 

Just before she went off duty, Mrs. 
Gross called to ask how the sick man 
was doing and if there was anything 
else she could do. 

“You've already done so much,” 
said a grateful voice. “The doctor says 
that it’s only because of your help that 
my husband is alive.” 


Ever Reapy... Ever Hevprut. Day or night, the telephone stands ready 
to help you. It will run your errands, guard your home, save steps and time 
and keep you in touch with relatives and friends. In office and home, 
these oft-repeated words reveal its ever-present value—“I don’t know 


what I'd do without the telephone.” 


TELEPHONE SYSTEM 


' 


RELATION OF THE STATE TO INDUSTRIAL 


ACTION and ECONOMICS AND JURISPRUDENCE 


| Two Essays by Henry Carter Adams 


These two clear, cogent essays present the basic tradition and 
philosophy of modern American economic reform. JOSEPH 
DorFMAn’s Introduction, based on unpublished material, out- 
lines the essentials of Adams’ life and economic thought. 
“Ought to stimulate a revival of interest in a very seminal 
mind,” Charles McKinley. $3.00 


JOB PROPERTY RIGHTS 


A Study of the Job Controls of the International 


Typographical Union 


ARTHUR R. Porter, JR. Studying a union activity that may pro- 
duce revolutionary changes in our economy, this book empha- 
sizes the importance of job security and the attempts by a 
major union to develop this security. $2.50 


INDUSTRY IN THE PACIFIC NORTHWEST 


AND THE LOCATION THEORY 


Epwin J. Conn, Jr. Taking as his point of departure the theory 
of the location of industry, particularly as formulated by 
Weber, Dr. Cohn evaluates recent industrial development in 
the Pacific Northwest and poses questions basic to all under- 
developed areas. Of particular value to those interested in the 
effect of cheap electric power. $3.50 


Columbia University. Press 


2960 Broadway . New York 27 
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ECONOMIC SURVEY OF EUROPE 


IN 1953 


A UNITED Nations PuBLicaTIon, Current major developments 
and problems with consideration of long-term issues, in western 
and southern Europe, are analyzed in this new edition. Charts 
and tables show production and demand, export, imports, trade 
balance, mining, manufacturing, gold and dollar assets. 
Paper, $2.50 


ECONOMIC SURVEY OF ASIA AND THE FAR EAST 


1953 


A UNITED NATIONS PUBLICATION. This newest survey covers the 
economy of the region as a whole, including the food situation, 
export decline, public finance, and development problems and 
policies. For the first time individual surveys of the economic 
situations in fourteen countries of the region are included. 
Paper, $1.50 


ECONOMIC SURVEY OF LATIN AMERICA 


1953 


A UnitTep Nations Pus.icaTion. The over-all picture of the 
Latin-American gross product and its rate of growth is brought 
up to date in the most recent edition of this important survey. 
The analysis of the region as a whole is followed by an analysis 
of major countries. It also reviews the impact of recent world 
economic events in Latin America and surveys production 
trends in agriculture, industry, mining, petroleum, and power. 

Paper, $2.50 


INTERNATIONAL 
DOCUMENTS Columbia Unwersity Prose 


SERVICE 
2960 Broadway e New York 27 
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SOVIET NATIONAL INCOME AND PRODUCT 
IN 1937 


ABRAM BERGSON’s masterly study pioneered a cooperative analysis of the 
USSR economy. The three volumes on Soviet national income and product 
together provide the first consistent series of national economic accounts 
for the economy from 1928 through 1948. “Organization as well as 
language are lucid and major results stand out clearly,” American Economic 
Review. “Objective, scholarly evidence bearing on crucial issues of our 
time,” Annals. $3.75 


SOVIET NATIONAL INCOME AND PRODUCT 
IN 1928 


Ovec Hoerrpinc. Following the methodology evolved by Bergson, with 
some major modifications, Dr. Hoeffding examines the Soviet economy 
in 1928, a crucial point in its development. Significant comparisons are 
made with official Soviet statistics and Bergson’s 1937 findings. $3.75 


SOVIET NATIONAL INCOME AND PRODUCT, 
1940-1948 


ABRAM BErcson and HANs HEYMANN, JR., give a detailed picture of Soviet 
finance and resource allocation policy under conditions of mobilization, 
war, and reconstruction. Comparisons are made with 1937. $5.00 


MANAGEMENT OF THE INDUSTRIAL FIRM 
IN THE USSR 


Davip GRANICK uses information from previously untapped sources in this 
comprehensive, illuminating study about top management in Soviet heavy- 
industry firms, 1934-41. $5.00 


Columbia. University Pros 


2960 Broadway e  . New York 27 
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Just Published 


METHODS OF CROP FORECASTING 


FRED H. SANDERSON, in the first book on the subject, examines in detail the dif- 
ferent approaches to crop forecasting, and the principal uses for which accurate 
forecasts are needed. Chapters on principal statistical tools, various methods of 
estimating acreage, different approaches to forecasting in the U.S. and abroad. 
Harvard Economic Studies, 93. $5.00 


THE NEW ENGLAND FISHING INDUSTRY 
A STUDY IN PRICE AND WAGE SETTING 


By DONALD J. WHITE. A critical review and analysis of one of New England’s 
major industries (and one of the nation’s oldest) with recommendations for improv- 
ing the performance of collective bargaining, union policies, production and market- 
ing, and wage-price determination. Major problems discussed: profit sharing contro- 
versies, the declining source of supply. marketing difficulties, foreign and domestic 
competition. A Wertheim Fellowship Publication in Industrial Relations. Harvard 
Economic Studies, 94. $4.00 


Coming Soon 


AN ECONOMIC HISTORY OF SWEDEN 


By ELI F. HECKSCHER;; Translated by Goran Ohlin. The first publication in Eng- 
lish of Heckscher’s one-volume condensation of his widely-respected four-volume 
Sverige Ekonomiska Historia. The book gives a comprehensive picture of Sweden’s 
economic development from the Middle Ages to World War II: land distribution 
and use, agrarian reforms, city growth, social structure, foreign influence and im- 
migration, development of iron and other metals, forest industry, population growth, 
trade beginnings, cooperatives, and the growth of socialism. Illus. with maps, charts, 
and graphs. Harvard Economic Studies, 95. Late October, probably $6.50 


SOVIET INDUSTRIAL PRODUCTION, 1928-1951 


By DONALD R. HODGMAN. By developing a revised index of Soviet industrial pro- 
duction that measures Soviet industrial growth more accurately than the defective 
official Soviet indices, and by applying this revised index in a re-assessment of 
Soviet achievement in industrialization, the author presents the most systematic 
and comprehensive analysis of the Soviet planned economy ever published. Ap- 
pendices contain detailed physical output data, presentation of statistical pro- 
cedures, and the latest data on 1952-1953 production. Russian Research Center 
Studies, 15. November, $5.00 


At your bookseller, or 


HARVARD UNIVERSITY PRESS 
44 FRANCIS AVENUE CAMBRIDGE 38, MASSACHUSETTS 
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To be published in September, 1954 


OUTLINE 
of an 


ECONOMIC THEORY 


by 
BENJAMIN H. J. EiRIKssON, PH.D. 


This book is an original work on economic theory. The main 
purpose of the study is to integrate capital, interest, and money 
into the general equilibrium theory. According to the author, the 


integration is achieved through the discovery and solution of an 


unrecognized problem in the theory of value. The study also shows 
how the theoretical system can be applied to problems of aggre- 


gative analysis and business cycles. 


The author received his Ph.D. degree in economics at Harvard 
University in 1946, after extensive studies at European and Ameri- 
can universities. Dr. Eiriksson was on the research staff of the 
International Monetary Fund from 1946 to 1951. From 1951 to 
1953 he served as the Economic Adviser to the Government of 
Iceland; and in 1953 he became General Manager of the Iceland 
Bank of Development. 

480 pp. $7.50 


Helgafell 
Unuhisi, Gardastreti 17 
Reykjavik, Iceland 
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IRWIN Texts for Your Fall Classe 


THE AMERICAN ECONOMY: Principles, Practices, and Policies 
By C. LOWELL HARRISS, Columbia University 


One of the most widely used of the elementary principles texts, this book is unusually well written 
and offers a unique combination of description, analysis, and theory, expertly blended to pro- 
vide the beginning student with an over-all understanding of the structure and functioning of 
the American economy. H. P. Bell in American Economic Review says, “[This text] on general 
merit should receive a place close to the top.” 


INTERNATIONAL ECONOMICS 

By CHARLES P. KINDLEBERGER, Massachusetts Institute of Technology 

This widely adopted text offers a scholarly and systematic treatment of theory, combined and 
integrated with a wealth of institutional and historical material. Gottfreid Haberler of Harvard 
comments, “It is the most stimulating and thorough introduction to the theory of international 
trade and economic analysis available.” 


BUSINESS AND ECONOMIC STATISTICS 


By WILLIAM A. SPURR, Stanford University, LESTER S. KELLOGG, The Deere Com- 
pany, and JOHN H. SMITH, The American University 

This new elementary text gives every evidence of becoming one of the most widely used books 
of its kind. First adoptions include AXM College of Texas, Brooklyn College, City College of 
New York, The Ohio State University, University of Buffalo, University of Detroit, University of 
Michigan, University of Pennsylvania, University of Virginia, Wayne University, Western Reserve 
University, and University of Iowa. 


ECONOMICS OF LABOR RELATIONS, Revised Edition 

By GORDON F. BLOOM and HERBERT R. NORTHRUP 

This well-known text is now completely up to date and greatly improved. Among first adopters 
of the new edition are Arizona State College, Baylor University, Brooklyn College, Butler Uni- 
versity, Catholic University, Cornell University, DePaul University, Hunter College, Rutgers 
University, St. Louis University, University of Virginia, and Northwestern University. 


GOVERNMENT FINANCE: An Economic Analysis 

By JOHN F. DUE, University of Illinois 

Due’s new book provides a unified treatment of the entire field, with emphasis on economic 
analysis. It is meeting the need for a text that may be used either in a first course emphasizing 
economic effects and principles rather than descriptive details or in a more advanced course follow- 
ing a purely descriptive first course. 


PERSONAL FINANCE: Principles and Case Problems 


By ARTHUR W. HANSON, Harvard Graduate School of Business Administration and 
JEROME B. COHEN, College of the City of New York 

First adopters of this successful new text include Pennsylvania State University, Southern Methodist 
University, University of Denver, University of Michigan, University of New Hampshire, Uni- 
versity of Oklahoma, University of Southern California, University of Tennessee, University of 
Virginia, and many others. 


RICHARD D. IRWIN, INC. 


1818 RIDGE ROAD 5 HOMEWOOD, ILLINOIS 
Please mention Tue American Economic Review When Writing to Advertisers 


A New Book... 


BUSINESS 
FLUCTUATIONS and 
FORECASTING 


By Dr. Carl A. Dauten 


BUSINESS FLUCTUATIONS AND FORECASTING is a new type of book 
devoted to theory and practice. It gives the prospective businessman the in- 
formation that he needs about business fluctuations and the practical methods 
of forecasting them. 


The early chapters dealing with fluctuations build the background for the 
process of forecasting. This book has the most complete section of forecasting 
of any textbook in the field. 


The forecasting techniques are based upon a sound knowledge of business 
cycles, the causal factors that are at work, and an analysis of present situations. 


SOUTH-WESTERN PUBLISHING CO. 
(Specialists in Business and Economic Education) 
Cincinnati 2. New Rochelle, N.Y. Chicago 5 San Francisco 3 Dallas 2 


YATLIE OOKS 


THE REGULATION OF BUSINESSMEN 


Ropert E. LANe. This study focuses on the social relations aspects 
of regulation and shows economic control to be a case of regulation of 
businessmen as well as of business. The author has interviewed busi- 
nessmen, examined business law violations, and analyzed business 
publications to trace the present patterns in regulation. $3.75 


THE ECONOMICS OF RECESSION AND REVIV AL 


KENNETH D. Roose. An interpretation of 1937-38, showing causes 
and solutions, contributing toward the development of a public policy 
which might prevent any severe recurrence. $4.00 


AT YOUR BOOKSTORE 
YALE UNIVERSITY PRESS 


NEW HAVEN 7 CONN 
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Cycle is coowed mare comprehensively in 
BUSINESS CYCLES 


By Earl C. Hald, University of Washington 


than in any other textbook 


In addition to an outstanding discussion of 
cycle-control measures and theories, Business 
Cycles provides many important features. 


Critical aspects of cycle analysis are dis- 
cussed in a distinctive and thorough survey. 
Both contemporary ideas and traditional theo- 
ries are evaluated for their usefulness in ex- 
plaining the character and causes of business 
cycles in modern times. 


The national income approach is used as 
a broad basis for surveying cycle problems. 
Presentation of material is both clear and 
direct, with abundant use of examples and 
illustrative matter. 

Private spending is treated in a separate chapter, 
in recognition of its importance in a business 
economy. 

The problem of overemployment is given special 
attention. 

Wage and price controls are described and 
analyzed. 


Separate consideration is given to the use of 
public works as a cycle-control measure. 


This modern volume is intended as a text for the 
standard course in business cycles given in college 
departments of economics and schools of business 
administration. 


A Houghton Mifflin 
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WORLD TRADE POLICIES 


by HENRY CHALMERS. The changing panorama from 1920-1953 is 
presented in periodic surveys of the trade policies and measures of the 
principal nations against the economic and political background of the 


period. 584 pages $7.50 


THE AGE STRUCTURE OF THE CORPORATE SYSTEM 


by WILLIAM LEONARD CRUM. A pioneer analysis of the “vital 
statistics” of corporations in relation to their earning power with recom- 
mendations for private and public policy in the light of the findings. 


194 pages $3.50 


COMMUNITY WAGE PATTERNS 


by FRANK C. PIERSON. A description of local wage structures and 
of the forces that control them, employing both statistical and case- 
study techniques. 232 pages $3.75 


TRADE UNION WAGE POLICY 


by ARTHUR M. ROSS. An analysis of the pressures which determine 
union wage policy, as well as of the effects of these policies on union- 
management relations and on earnings. 146 pages $3.00 


RESOURCE CONSERVATION: ECONOMICS AND POLICIES 


by S. V. CIRIACY-WANTRUP. Examines the basic principles, goals, 
and problems of resource conservation, drawing heavily on concrete ex- 
amples from the resource industries to illustrate its findings. 410 
pages $6.50 


THE ROLE OF MERGERS IN THE GROWTH OF LARGE FIRMS 


by FRED J. WESTON. Traces the extent to which mergers have con- 
tributed to the growth of oligopolistic industries and the implications of 
this for private and public policy. 176 pages $3.50 


HOUSEBUILDING IN TRANSITION 


by SHERMAN J. MAISEL. A factual study, based on studies in the San 
Francisco Bay Area, of developments, trends, and problems in the house- 
building industry. 406 pages $5.00 


UNIVERSITY OF CALIFORNIA PRESS 
ADDRESS: Berkeley 4, California 
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Consider these latest texts 
by Charles R. Whittlesey 


Principles and Practices of 
MONEY AND BANKING 


second edition 


CHARLES R. WHITTLESEY is Professor of Finance and Eco- 
nomics, Wharton School of Business, University of Pennsylvania 


You will find this a text which provides a basic understanding of 
the economics of money and banking and places primary emphasis 
on the basic theoretical and operational aspects of the present bank- 
ing system. Step-by-step discussions of monetary and banking theory 
are presented in such a way as to facilitate an understanding of 
financial institutions and policies, and to clarify the theories them- 
selves by an actual knowledge of the application of fundamental 
principles. 1954 579 pp. $6.25 


by Melvin Anshen 
& Francis D. Wormuth 


PRIVATE ENTERPRISE AND 
PUBLIC POLICY 


MELVIN ANSHEN is Professor of Industrial Administration, 
Carnegie Institute of Technology. FRANCIS D. WORMUTH 
is Professor of Political Science, University of Utah. 


For college courses in government regulation of business, here is 
a broad survey and critical analysis of all programs—national, state, 
and local—by which government comes into contact with economic 
life. There are accounts of the principal instruments used and an 
evaluation of their usefulness ; descriptions of public policy in major 
areas, and case reports to illustrate the interaction of government 
and business. The case studies make it possible to appraise both 
economic and political factors and to observe the application of 
particular techniques in a test case. 1954 140pp. $6.75 


The Macmillan Company 


60 FIFTH AVENUE, NEW YORK 11, N.Y. 
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Important 
Me Graw-dill Books 


PRICES, INCOME, AND PUBLIC POLICY 
The ABC's of Economics 


By CLARK LEE ALLEN, JAMES M. BUCHANAN, and MARSHALL 
R. COLBERG, all of Florida State University. 430 pages, $5.00. 


Here is a well-balanced treatment of the basic principles of resource alloca- 
tion and national income determination in a private enterprise economy. A 
chapter devoted to political economy provides a vivid picture of the mani- 
fold economic activities of the present government. These activities are 
carefully appraised in the light of basic principles developed earlier. Tradi- 
tional price theory and national income theory are treated fully as in the 
new input-output approach. 


COST ACCOUNTING: Text, Problems, and Cases 


By CLARENCE B. NICKERSON Harvard University. Harvard Prob- 
lem Books. 480 pages, $7.00. 


Case and text material are adroitly combined in this new volume designed 
to develop in the reader a basic understanding of cost accounting with the 
goal of making accounting an effective tool in the solution of business prob- 
lems. The case method strengthens the reader’s ability to grapple with 
facts in the analysis of business problems, to reason in business situations, 
and to make business decisions. 


THE CASE METHOD AT THE HARVARD BUSINESS SCHOOL 


By MALCOLM P. McNAIR, Harvard Graduate School of Business Ad- 
ministration. 320 pages, $5.00. 


This complete description of the case method as used at the Harvard 
Business School in teaching business administration is addressed to teach- 
ers in business administration and allied fields, to students, and to personnel 
and training directors and managers of executive development programs. 
Here is a compilation of papers written by 24 eminent leaders in the field 
of business administration, all present or past members of the Faculty and 
Staff of the Harvard Business School. 


THE COMPLEAT STRATEGYST 
By JOHN D. WILLIAMS, RAND Corporation. 256 pages, $4.75. 


In a light, humorous, and easily readable style, this book covers an ele- 
mentary explanation to the theory of games and methods for its applica- 
tion to problems involving conflict situations which resemble games. The 
theory is presented without use of anything higher than secondary school 
arithmetic, and worked out examples illustrate its application to situa- 
tions ranging from checker and card games to business problems and mili- 
tary strategy. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 
330 WEST 42nd STREET, NEW YORK 36, N.Y. 
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Studies in the Structure of 
the American Economy 


By WASSILY LEONTIEF, Harvard University 

Dealing with theoretical and empirical applications in input-output 
analysis, this book is a partial summary of three years’ work by the 
Harvard Economic Research Project, the aim of which is to develop 
a consistent quantitative picture of the relationship between output of 

and input of resources, services and capital. Tables, charts, 4 
folding tables. 
544 pp. 1953 $11.00 


By the same author 


The Structure of American 
Economy, 1919-1939 


This study represents the application of the general equilibrium theory 
o the empirical analysis of the structure of the American economy in 
1919, 1929, and 1939. The large, double entry input-output tables indi- 
cate the distribution of the output of any industry to all other industries, 
including government and households, and the input contributed to 
any industry by all other industries. 

288 pp. 1951 $7.00 


Review of 
Economic Doctrines, 1870-1929 


By TERENCE WILMOT HUTCHINSON, 
London School of Economics 
A review of the change from the equilibrium economics of the last 
century to the dynamic economics of today, describing and analyzing 
in turn the writings of all the principal economic theorists of the peri 
covered, 
450 pp. 1953 $6.00 


In preparation 
Essays in Public Finance 


By GERHARD COLM 
A collection of essays on public finance, fiscal policy, national income 
and the tax system by one of the outstanding economists of our time. 


OXFORD UNIVERSITY PRESS, INC. 
114 Fifth Avenue, New York 11 
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WE ARE THE ECONOMISTS BOOK SHOP: 
because 


1. WE PUBLISH IMPORTANT BOOKS IN ECONOMICS 


: These books are intended for the economist: working, teaching or graduate 
student 


SOME OF THE BOOKS WE HAVE PUBLISHED ARE: 


Keirstead—An essay in the theory cf profits and income distribution 
Schumpeter—Imperialism and social classes 

Steindl—Maturity and stagnation in American capitalism 
Williams—International trade under flexible exchange rates 


2. WE REPRINT ECONOMIC CLASSICS 
SOME OF THE BOOKS WE HAVE REPRINTED ARE: 


Malthus—Principles of political economy 
Malthus—Definitions in political economy 
Dunlop—Wage determination under trade unions 
Knight—Economic organization 

Knight—Ethics of competition 

Mitchell—Backward art of spending money 
Lundberg—Studies in the theory of economic expansion 
Senior—Outline of the science of political economy 
Perlman—Theory of the labor movement 
Bohm-Bawerk—Karl Marx and the close of his system 
Hart—Anticipations, Uncertainity and Dynamic Planning 


3. WE MAKE AVAILABLE IMPORTANT BOOKS AT SPECIAL PRICES 


SOME OF THE BOOKS WE HAVE MADE AVAILABLE IN THIS 
MANNER ARE: 


Beddy—Profits 

Einarsen—Reinvestment cycles 

Frisch—Statistical confluence analysis by means of complete regression analysis 

Iversen—Aspects of the theory of international capital movements 

Roos—Dynamics of automobile demand 

Say—Letters to Thomas Robert Malthus on political economy and stagnation of 
commerce 

Higgs—The physiocrats 

Hobson—Veblen 

Menger—Principles of economics 

Weber—General economic history 


4. WE ISSUE CATALOGUES OF OUT-OF-PRINT AND SECOND-HAND 
BOOKS IN ECONOMICS 


Just about every worthwhile book in economics ever written comes through our 
shop during the course of a few years. No doubt we have catalogued many a 
book you have been searching for. 


5. WE ISSUE CATALOGUES OF NEW BOOKS IN ECONOMICS 


Our catalogues list books printed here and abroad. We try to keep abreast of 
all the latest books. 


6. WE OFFER A COMPLETE BOOK SERVICE TO ECONOMISTS 


Why not write to have your name included in our mailing list? 


KELLEY & MILLMAN, Inc. 


BOOKSELLERS AND PUBLISHERS 
80 EAST ELEVENTH STREET 
NEW YORK 3, N.Y. 
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ECONOMIC DEVELOPMENT: Principles and Patterns 


Edited by HAROLD F. WILLIAMSON, Northwestern University and 
JOHN A. BUTTRICK, University of Minnesota 


Reflecting current extensive interest in raising living standards throughout underdeveloped 
areas, the thirteen contributors to this book—all experts in the field—chart the strategic 
factors in development, regional economics, and social and economic change. 


In two parts, the book first covers the various aspects of the development process. Next, 
the book offers three case histories of economic development in India, Japan, and Mexico. 
These specific examples illustrate concretely the theoretical parts of the text. 


Emphasis is placed at all times on the problem of raising per capita income and an 
attempt is made to isolate those situations and changes which will lead to higher 
incomes. Students are made vitally aware of the nature and extent of this problem as 
the authors analyze and assess each of the cultural factors in the process of economic 
nr pam and as they illustrate the interaction of these factors in the three case 
istories. 


608 pages @ 55%” XK 8%" @ Published August 1954 


AN INTRODUCTION TO LABOR 
By CLYDE E. DANKERT, Dartmouth College 


Planned specifically for the basic course in labor. Dankert’s new text is written in a 
straightforward, simple and interesting style. It is both objective and scholarly, analytic 
as well as descriptive. 

To familiarize the student with the entire field, Dr. Dankert brings in all topics of current 
importance. Some are treated in detail to stress their significance and lead students to 
reason carefully on labor questions. Material for stimulating class discussions is provided 
in the pro-and-con treatment of such issues as the closed shop, minimum wages, and 
oe bargaining. A wealth of source references lend weight to every section of 
the book. 


Because of its unusually clear organization, its breadth, scholarliness, and freshness of 
treatment, AN INTRODUCTION TO LABOR is expected to arouse wide interest among 
teachers in this field. 


640 Pages @ 55%” X 8%” @ Published July 1954 


In the Prentice-Hall Industrial Relations and Personnel Series. 
Edited by Dale Yoder 


REAL ESTATE PRINCIPLES AND PRACTICES 
4th Edition 


By PHILIP A. BENSON, formerly President Dime Savings Bank of Brooklyn, 
NELSON L. NORTH, N.Y. Attorney, ALFRED A. RING, University of Florida 


This comprehensive book covers the entire field of real estate. It contains numerous 
examples and problems to illustrate the application of real estate theory to the various 
fields of real estate practice. 


About 550 Pages © 6” X 9” © June 1954 


A) PRENTICE-HALL, INC. 70 FIFTH AVENUE, NEW YORK 11 
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UNIVERSITY 
PRESS 
Mortgage Lending Experience | 
in Agriculture 
By LAWRENCE A. JONES and Davip DURAND 


A perceptive assessment of wartime boom and post-war bust in American 
farming, with an emphasis on the period between the two World Wars 
when debt distress was so widespread. The authors study the variations— 
by regions and by type of farm—in failure to meet farm mortgage pay- 
ments, and the causes of this failure. Published for the National Bureau 


of Economic Research. 
258 pages. Maps and Charts. $5. 


Regularization of Business Investment 


A Conference Volume 


ee outstanding economists attack from many angles the vital ques- 
tion of whether the government must take full responsibility for preventing 
another depression, or whether businessmen can play a major role by re- 
ducing fluctuations in expenditures for plant, equipment, and inventories. 
“One of the more important books of the year.”—Burton Crane in N.Y. 
Times. Published for the National Bureau of Economic Research. 

539 pages. $8. 


Surveys of United States 


International Finance 
Prepared under the direction of GARDNER PATTERSON 


The survey for 1953 is the latest addition to this paperbound series which 
reports and interprets the policies, plans, and debates connected with our 
activities in the field of international finance. Published for the International 
Finance Section, Princeton University. 
Vol. I, 1949. 224 pages. $1.75 Vol. Ill, 1951. 336 pages. $2.25 
Vol. II, 1950, 318 pages. $2.25 Vol. IV, 1952. 324 pages. $2.75 
Vol. V, 1953. 312 pages. $2.75 


Order from your bookstore, or 


PRINCETON UNIVERSITY PRESS, Princeton, New Jersey 
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MODERN LABOR ECONOMICS 


Pearce Davis and Gerald J. Matchett 
—both of Illinois Institute of Technology 


Expert analysis of the entire range of 
labor-management relations. Book fo- 
cuses on the collective bargaining agree- 
ment as the generally accepted method 
of settling disputes and individual 
bargaining as an important alternative 


method. Integrates the many diverse 
facets of union-management relations, 
explaining such key concepts as wage 
structures and_ differentials, labor 


supply and demand, issues of public 
policy, etc. 42 ills., tables, 659 pages. 


ECONOMIC HISTORY of GREAT BRITAIN 
W. Stanford Reid, McGill University 


Surveys the economic history of the British Isles from early beginnings 
to the present—with emphasis on the period after 1715. Includes detailed 
discussions on the contributions of Scotland, Ireland, and Wales to the 
British economy as a whole. Economic developments are related through- 
out to views expressed in political, philosophical, and religious thought. 
Traces the historical causes of Britain’s recent economic difficulties. 
8 maps, 557 pages. 


PRINCIPLES of REAL ESTATE 


Arthur M. Weimer, Indiana University; and 
Homer Hoyt, President, Homer Hoyt Associates 


Third edition of a basic book in the the major economic, legal, and physical 
field introduces students to the prin- characteristics of real properties and the 
ciples of real estate and land eco- real estate business. Special attention 
nomics—rural as well as urban. View- _ is given to markets for residential, com- 
ing the study of real estate as primarily mercial, industrial, and rural real 
concerned with income production at estate. Includes scores of questions and 
fixed locations, this textbook deals with study projects. 70 ills., 618 pages. 


INDUSTRIAL TRAFFIC MANAGEMENT 


Newton Morton, Kent State University; and 
Frank H. Mossman, Michigan State College 


Presented primarily from the standpoint of the shipper and his traffic 
problems, this textbook gives the student a thorough grounding in 
today’s complex traffic rules, regulations, and structures. Particularly 
detailed treatment of motor carrier and export-import shipments. Gives 
unique procedural sequences from the authors’ wide practical experi- 
ence. Presents a careful selection of important court cases and ICC deci- 
sions. 33 ills., 558 pages. 


CASES and PROBLEMS in MARKETING RESEARCH 
Donald F. Blankertz, University of Pennsylvania; 

Robert Ferber and Hugh G. Wales—both of the University of Illinois 
Fifty-six varied cases develop a practi- cording to nine major steps in the re- 
cal understanding of actual situations search operation. Introductions to each 
and problems students will encounter part survey the operation, place it in 
in market research, eettions eae proper perspective, clarify issues, and 
command of research techniques an outline the cases Daag For use 
methodology. Cases are grouped ac- with any basic textbook. 339 pages. 


THE RONALD PRESS COMPANY 
15 East 26th Street, New York 10 
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POST-KEYNESIAN | 
ECONOMICS 


Edited by. 


KENNETH K. KURIHARA 
Rutgers University 


xii, 468 pp. $8.50 


Een volume represents the extension of Keynes’ General 
Theory by a group of well-known economists. The essays 
are entirely new material, each taking Keynes’ work as a frame 
of reference for searching criticisms and further explorations. 


Following is a list of chapter titles and authors: 


The Theory of a Monetary Economy, by Dudley Dillard; Some 

Neglected Implications of Secular Inflation, by M. Bronfenbrenner; 

Monetary Stabilization Policies and Keynesian Theory, by M. F. Tim- 

kin; Stability Through Inflation, by W. S. Vickery; Keynesian Eco- 

nomics and the Quantity Theory, by D. Patinkin; Institutional As- 

pects of Economic Fluctuations, by H. R. Bowen and G. M. Meier; 

Capital Stock Adjustment Theories of the Trade Cycle and the Prob- 

lem of Policy, by R. C. O. Matthews; Toward a General Non-Linear 

Macro-dynamic Theory of Economic Fluctuations, by S. Ichimura; 

Net Investment and Industrial Progress, by A. Murad; Distribution, 

Employment, and Secular Growth, by K. K. Kurihara; Empirical 

Foundations of Keynesian Economics, by L. R. Klein; Keynes vs. 
Marx, by S. Tsuru; Keynes and the Classical Tradition, by P. P. | 
Streeten; The Flow of Business Funds, Consumption, and Investment, 
by L. Tarshis; Utility Analysis and the Consumption Function, by 

F. Modigliani and R. Brumberg. 


RUTGERS UNIVERSITY PRESS 
NEW BRUNSWICK, NEW JERSEY 


Please mention Taz American Economic Review When Writing to Advertisers 


. 
rit. 
ae 
te 
if 
‘ 
7 
é 


WHAT WILL THE PRICE LEVEL 
BE WHEN I RETIRE? 


How much will a new suit cost? A pair of shoes? The daily pur- 
chases at the grocery store? Books, travel, the other things that make 


the years of retirement worth while for the educator? 


Inflation is causing real hardship today for anyone who retired 
on a fixed income. He receives the same number of dollars in his 
pension check each month, but he has seen his purchasing power 


dwindling away in recent years. 


A pioneering type of annuity, available only to college staff mem- 
bers, now tries to do something about this problem. Educators may 
pay up to 50% of their annuity premiums to the new College Re- 
tirement Equities Fund; the balance of the premium to TIAA. 


The unique CREF variable annuity is based upon common stocks; 
it will pay more annuity dollars when common stock prices and earn- 


ings are high—generally, when the cost of living is high. The TIAA 
annuity pays a level number of dollars regardless of economic 
trends, thereby giving greater purchasing power when the cost of 
living is low. This balanced system tends to hedge against both in- 
flation and deflation. 


Any employee of a college or university is eligible. Write for 


further details; we employ no agents. 


TEACHERS INSURANCE AND ANNUITY ASSOCIATION 
COLLEGE RETIREMENT EQUITIES FUND 


522 Fifth Avenue New York 36, N.Y. 
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BULLETIN FOR INTERNATIONAL 
FISCAL DOCUMENTATION 


Bi-monthly periodical published by the International Bureau of Fiscal Documentation. 
HERENGRACHT 196— AMSTERDAM, Netherlands 


The object of the Bulletin is to provide information on the laws relating to 
taxation in various countries and on international end comparative fiscal law. 


The inte subjects have been or will be dealt with: 
1. Taxation in Federal States: 
2. The legal provisions relating to the computation of taxable profits of 
industrial and commercial enterprises: 
3. Fiscal evasion, its causes and legal provisions to avoid it: 
4. The taxation of life insurance, pensions, (life) annuities etc. 


There are also included 
Information on Statute and Case Law together with any official comments 
thereon. 
Review of books and articles dealing with taxation matters. 
A dictionary in four to six languages of technical fiscal terms. 
Supplements containing, inter alia, revues of double taxation conventions 
together with the text of the conventions. 


PRICE: | $5.00 a year without supplements } or aequivalent in 


$7.25 @ year with supplements other currencies 


London School of Economics and Politica! Science 


UNIVERSITY OF LONDON 


political science, published by the 
London School of Economics and Political Science, are available to oa 28 of the 

can Economic Association at the reduced prices quoted. Orders must be sent to the Secretary 
of vanston, Illinois, and must be accompanied by a 
draft in favor of the London School of Economics and Science. 


(Nos. 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 18, 19, 20 are out of print) 
Series of Reprints of Scarce Works on Political Economy 
4, MOuNTIFORT LONGFIELD. Ss Lectures on Commerce and One on Absenteeism. (1835) 
1937; iv, 111 pp. 5s. 


7. JOHN Stuart MILL, coy on Some Unsettled Questions of Political Economy. (1844) 
1948; vi, 164 pp. 8s. 


8. D. H. Rossrtson. A Study of Industrial Fluctuation. 4 (1919) With a new Introduction 
Cait Author, and an appendix entitled “‘Autour la Crise Américaine de 1907 ou 
-réels et Capitaux-apparents’’ by M. (1908) 1948; xxv, 350 pp. 


10. Vol. Il, Mill,’ 382 pp. a ect 
11. Vol. Il, * john Stuart Mill.”* vi, 325 pp. 


12. oa Gerorce. London Life in the XVIIIth Century. (1925) 1930, 1951. 468 pp. 
Ss. 


(Nos, 1, 2, 3, 5, 6 are out of print) 
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OXFORD ECONOMIC PAPERS 


(NEW SERIES) 


VOLUME 6 JUNE 1954 NUMBER 2 


Contents 


Variations in the Rate of Economic Growth in the U.S.A., 1869-1939 ...........45. 
By B. Weber and S. J]. Handfield-Jones 


An Interpretation of Economic Backwardness ...........0eeeeeeeseeeees By H. Myint 


Reconsideration of a Group Welfare Index: A Rejoinder on Marginal Preference ... 


OXFORD ECONOMIC PAPERS became a periodical in 1949 and is now published three 
times a year. The pre-paid subscription price is 25s., post free, the price of a single copy 
12s. net. Orders may be placed with any bookseller or sent direct to the Publisher. 


OXFORD UNIVERSITY PRESS 
Amen House, Warwick Square, London, E.C.4 


American Sociological Review 
Official Journal of the American Sociological Society 


announces 


SMALL GROUP RESEARCH 
As the December 1954 issue 
edited by Fred L. Strodtbeck 


SPECIAL PRE-PUBLICATION OFFER* 
on orders received before November 1, 1954 
$1.00 per copy (regular price $1.25) 
10% additional discount on orders of 5 or more copies 
(for use in teaching) 
Members and subscribers will receive one copy as part of regular subscription. 
AMERICAN SOCIOLOGICAL SOCIETY 


New York University 
Washington Square, New York 3, N.Y. 
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THE JOURNAL OF INDUSTRIAL ECONOMICS 


Board of Editors: P. W. S. Andrews (General Editor), Oxford; Sir Henry Clay, Oxford; 
Professor Joel Dean, Columbia University; Professor R. B. Heflebower, Northwestern Uni- 
versity; Professor John Jewkes, Oxford; Professor E. S. Mason, Harvard University. 


Volume II, No. 2, April 1954 


Sir Henry Clay A Note on Stocks 

]. Driscoll Early Days in Schumania. 

P. A. Stone and Organization and Efficiency of the House-Building Industry in England 
W. J. Reiners and Wales. 

A. A. Walters Track Costs and Motor Taxation. 


Gordon Shillinglaw The Effects of Requirements Contracts on Competition. 


This Anglo/American journal is especially devoted to the economic problems of industry 
and commerce. Its contributors are businessmen, economists engaged in industry, and specialist 
academic industrial economists. The Journal is published three times a year. MSS from the 
United States should be sent to Professor Heflebower; and from other countries to the Gen- 
eral Editor, care of the Publisher. The Annual Subscription is $3.00 (21/-), post free; 
single copies $1.40 (10/-), post free. Remittances should be sent to the publisher by personal 
check. : 


Published by 
BASIL BLACKWELL, OXFORD, ENGLAND 


METROECONOMICA 
International Review of Economics 


Volume VI Numbers 2 and 3 
Numerical representation of technological change .............+++ ...G. DEBREU 
Steady growth and theories of cyclical crises ............. eeeeeeeD. HAMBERG 
Shackles $-function and gambler indifference map ..............B. R. WILLIAMS 
Quelques élements de théorie dynamique .......... ..E. Fossat1 
On criteria for the descriptions of income distribution ...............- oe 
J. Arrcuison and J. A. C. Brown 


Complex numbers. An essay in identification ................+.SANKAR SENGUPTA 
Growth analysis and the problem of capital accumulation .......K. K. KurtHara 


BOARD OF EDITORS: C. Bresciani Turroni, L. Dupriez, E. Fossati (Managing Editor), 
R. Frisch, W. Leontief, G. Lutfalla, A. Mahr, J. Marschak, G. U. Papi, R. Roy, E. Schneider, 
G. L. 8. Shackle, R. Stone, J. Tinbergen, G. Tintner, F. Zeuthen. 


Published quarterly. Subscription rate y6.00 per year. Communications to the editor should 
be addressed to Professor Eraldo Fossati, direttore dell’ Istituto di Politica economica, 
Université, via Bertani I, Genova, Italy. Communications regarding subscriptions should 
be sent to Licinio Cappelli, Corso 12, Trieste, or Stechert-Hafner, 31 East 10th Street, 
New York, N.Y. 
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THE ECONOMIC JOURNAL 


The Quarterly Journal of the Royal Economic Society 
JUNE 1954 


Imperial Preference: A Quantitative Analysis ............00eeeeeeeeees 


Comparisons Between Increments of “Utility” ................. H. Tyszynski 


The Transfer Problem and Transport Costs, II: Analysis of Effects of Trade 


Stabilisation Policy in a Closed Economy .............2+++000- A. W. Phillips 

“Tied” International Trading—The Indonesian Rami Fibre Test Case .... 


Empirical Research and the Marginal Analysis: A Rejoinder to Mr. Edwards. . 


Development Charges and the Compensation-Betterment Problem—A Re- 


Reviews, Recent Periodicals and New Books 


MACMILLAN & CO., LTD., LONDON, W.C.2 
Application for Fellowship to 
Royal Economic Society, 21 Bentinck Street, London, W. | 
Annual Subscription £1 10s (or $4.50) Life Composition £22 10s 


THE QUARTERLY JOURNAL 
OF ECONOMICS 


Founded 1886 
Vol. LXVIII August, 1954 No. 3 
WALRAS, LEONTIEF, AND THE INTERDEPENDENCE OF ECONOMIC ACTIVITIES ...... 

THE PATTERN OF FOREIGN TRADE IN EASTERN EUROPE AND ITS RELATION TO 

POLICY David Granick 
BOISGUILBERT: A NEGLECTED PRECURSOR OF AGGREGATE DEMAND THEORISTS 

THE COAL MINERS: A STUDY OF UNION CONTROL .......... Bernard Karsh and Jack London 
BOTTLENECK PHENOMENA AND CYCLICAL CHANGE: THE ROLE OF THE IRON AND 

Henry W. Broude 
MULTIPLE PRODUCTS AND OLIGOPOLY STRATEGY: A DEVELOPMENT OF CHAMBER- 

A DIAGRAMMATIC REPRESENTATION OF INCOME DETERMINATION IN AN OPEN 


RECENT PUBLICATIONS 
Edited by E. H. Chamberlin for the Department of 
Economics, Harvard University 
$1.50 per copy, $5.00 a year; 3 years, $14.00; 
Special Student Rate, $3.00 a year. 


Order from THE HARVARD UNIVERSITY PRESS 
CAMBRIDGE 38, MASSACHUSETTS 
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THE SOUTH AFRICAN JOURNAL OF ECONOMICS 


Editors 
C. S. Ricnarps 
(Managing Editor) 
W. J. Busscnau H. M. RoBERTson 
Contents of Vol. 22, No. 2 
June 1954 
Equal Pay for Equal Work .............2++. .+ee+++++-Sheila Van Der Horst 
Measurements of Elasticity of Substitution in International Trade ...... 


Economic Aspects of Immigration Policy in Nigeria and the Gold Coast 
Ramer end B.S, Yamey 


Electricity Supplies in the Federal Area ..............+++++-++.John H. West 


Reviews—Official Publications—Tabulated Official Union and Foreign 
Statistics—Recent Periodicals—New Books 


Single copies at 7s. 6d. each, obtainable from the Central News Agency. Overseas Agents for 
subscriptions £1. 5s. per annum and single copies at 7s. 6d. each from Staples Press Limited, 
Mandeville Place, London. Subscriptions to the Journal £1. Se. per annum and enquiries regard- 
ing advertisement tariffs to the Secretary, Box 5316, Johannesburg. 


THE CANADIAN JOURNAL OF 
ECONOMICS AND POLITICAL SCIENCE 
The Quarterly Journal of the Canadian Political Science Association 


Volume XX, Number 2 CONTENTS May, 1954 
ARTICLES 
Labour Problems of an Expanding Economy ............-..ssseeeeeeeecs STUART JAMIESON 
A Revised Classification of Forms of CECIL M. BIRCH 
British Monopoly Legislation in Practice .........++++ PAUL H. GUENAULT and & . JACKSON 
Canadian Post-War Monetary Policy ............. R. CRAIG McIVOR and JOHN H  PANABAKER 
NOTES AND MEMORANDA 
REVIEW ARTICLE 
REVIEWS 
Anaoual Subscriptions, $6.00 Single copies, $1.50 
Subscriptions may be sent to 
The University of Toronto Press 


Toronto, Canada 


Please mention Tue American Economic Review When Writing to Advertisers 


: 
4 
: 
aw ‘ 
~ 
4 
bt 
“a 
4 
xe 
ind 
: 


EL TRIMESTRE ECONOMICO 
A Latin American Economic Quarterly 
PUBLISHED BY FONDO DE CULTURA ECONOMICA, México. 
Founded in 1934. 


BOARD OF EDITORS 
Jorge Ahumada - Emilio Alanis Patifio - Edmundo Flores - Reatl Ortiz Mena 
Felipe Pazos - Ratl Prebisch - Raul Salinas Lozano 
Victor L. Urquidi and Javier Marquez, Acting Editors 
Julian Calvo, Secretary 
Vol. XXI April-June 1954 Num. 2 
CONTENTS 
Samuel Lurié, Algunos aspectos del problema del desarrollo econémico. 
Aldo Ferrer, Distribucién del ingreso y desarrollo econémico. 
Anibal Pinto Santa Cruz, Fines y medios de la politica fiscal en los paises subdesarrollados. 
Angelos Angelopoulos, Sobre la planificacién econémica. 
John A. Menz, Algunae observaciones sobre maximizacién de ee 


DOCUMENTOS — NOTAS BIBLIOGRAFICA 
REVISTA DE REVISTAS — PUBLICACIONES RECIBIDAS, 


Published January, April, July and October. 
Annual Subscription $2.50 


Subscriptions may be sent to: 
FONDO DE CULTURA ECONOMICA 
Av. de la Universidad 975 
México 12, D.F. 


POPULATION STUDIES 


A Journal of Demography 
Editor: D. V. GLASS 
Vol. VII, No. 3 CONTENTS March 1954 
W. G. Emmett. The Intelligence of Urban and Rural Children 
I. Ta. Papavassitiov. Intelligence and Family Size 
Avan T. Peacock. Theory of Population and Modern Economic Analysis. II 


G. W. Roserts. Immigration of Africans into the British Caribbean 


Cicety Watson. Population Policy in France: Family Allowances and other 
Benefits 


Bock Reviews. 
Subscription price per volume of 3 parts, $5.00 
Published for the PopULATION INVESTIGATION COMMITTEE by the 


CAMBRIDGE UNIVERSITY PRESS 
82 EAST 57TH STREET, NEW YORK 22 
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AGRICULTURAL HISTORY 


Designed as a medium for the publication of research and documents 
pertaining to the history of agriculture in all its phases and as a clearing 
house for information of interest and value to workers in the field. Materials 


on the history of agriculture in all countries are included and also materials 
on institutions, organizations, and sciences which have been factors in agri- 
cultural development. 


ISSUED QUARTERLY SINCE 1927 
BY 


THE AGRICULTURAL HISTORY SOCIETY 


Subscriptions, including membership: Annual, $4.00; student, $2.00; con- 
tributing, $10.00. 


Editor: Vernon Carstensen, Department of Agricultural Economics, Uni- 
versity of Wisconsin, Madison, Wisconsin 

Secretary-Treasurer: Wayne D. Rasmussen, Room 3906, South Agriculture 
Building, U. S. Agricultural Marketing Service, Washington, D.C. 


INTERNATIONAL LABOUR REVIEW 


(Issued monthly since 1921) 


Covers a wide variety of subjects relating to labour and provides 
a means of following social and economic progress throughout the 
world. A supplement, inserted in each number, contains statistics 
of employment, unemployment, consumer prices, wages, hours of 
work, etc. 

A specimen copy of the Review and a catalogue of International Labour 
Office publications will be forwarded on application to the International 


Labour Office, Geneva, Switzerland, or to the Washington Branch Office 
of the I.L.0., 1262 New Hampshire Avenue N.W., Washington 6, D.C. 


The International Labour Review may also be obtained from the publishers 
in the United Kingdom, Messrs. George Allen and Unwin Ltd., Ruskin 
House, 40 Museum Street, London, W.C.1. 

Annual subscription: $6.00 Single copies: 60 cents 


(Published in English, French and Spanish editions ) 
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PUBLIC FINANCE/FINANCES PUBLIQUES 
International quarterly journal devoted to the study of 
fiscal policy and related problems. 

Director and Editor in Chief 
Dr. J. A. Monod de Froideville 
Emmalaan 2, Haarlem, Netherlands 


Volume IX 
G. Schmélders, University of Cologne 


Eraldo Fossati, University of Genoa 


Howard D. Hamilton, Lansing, Mich., 
U.S.A. 


Marshall R. Colberg, Florida State Uni- 
versity, Tallahassee, U.S.A. 


Haskell P. Wald, Harvard Law School, 
Cambridge, U.S.A. 


David Walker, University of Manchester, 
Great Britain 


Book reviews 


1954 


No. 2 


The Improvement of Sales and Turnover 
Taxes 

Some Elements of the Theory Determin- 
ing All Government Activity 

The Commission on Intergovernmental 
Relations and Grants-in-Aid in the 
United States 

Shifting of a Specific Excise Tax 


Use of Tax Collections in Kind to Com- 
bat Inflation in the Republic of Korea 
Some Comments on the Taxation of Per- 


sonal Income and Expenditure in the 
United Kingdom 1945-53 


Contributions in French or German are followed by an English Summary 
Subscription Price $7.00 a year, postage free. 


JOURNAL OF FARM ECONOMICS 


Published by THE AMERICAN FARM ECONOMIC ASSOCIATION 
Editor: Lawrence W. Witt 
Michigan State College, East Lansing, Michigan 


VOLUME XXXVI AUGUST 1954 NUMBER 3 
The Political Strategy of Agriculture .............eeeeeeees Ernest Engelbert 
New Directions in World Agricultural Policy .............. Mordecai Ezekiel 
Meoded R. P. Christensen 
Demand Analysis from A Consumer Panel .............. G. G. Quackenbush 
Interrelationship of Economic and Agronomic Concepts ............++++ 
John C. Redman & Stephen Q. Allen 
A Fertilizer Production Service .............+.- Earl O. Heady & John Pesek 
Reclamation Under the Desert-Land Act ...........-e.e00. Karl S. Landstrom 


This Journal contains additional articles, notes, and book reviews and is published in 
February, May, August, November, and December. Yearly subscription $5.00. 


Secretary-Treasurer EARL BUTZ 
Department of Agricultural Economics 
Purdue University, Lafayette, Indiana 
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THE SOUTHERN ECONOMIC 


JOURNAL 


A Joint Publication of the Southern Economic Association 
and the University of North Carolina 
Published Quarterly at Chapel Hill, N.C. 


Vol. XIX, No. 1 July 1954 
CONTENTS 


ARTICLES 

Inflation in an Export Ecomomy Walter Herenchak 
Deficits, Surpluses, and National Income .......-..----cecceceeceececteeceeseees John G. Gurley 
The Macro and Micro Aspects of the Wealth of Nations .............++--++0 John P. Henderson 
R Adj to Equate Productivities in Agriculture ..... Earl O. Heady and C. B. Baker 
The Federal Government and the Peanut Industry .........--.-+2.seeceeeeeeeeee Richard H. Leach 


Wages and the Allocation of Employment ..........-0-.eseececcsecreceececceceeee A. L. Gitlow 
COMMUNICATONS 


An Empirical Test of the Income Velocity of Money and Interest Rates ...... Henry Allen Latané 
Mr. Scoville on Colonial Land Wastage .........-..- Roger W. Weiss 
Book Reviews, Personnel Notes, Books Received. 

$5.00 per year—$1.50 single copies 


Address: The SOUTHERN ECONOMIC JOURNAL 
Box 1289, Chapel Hill, N.C. 


INTERNATIONAL 
SOCIAL SCIENCE 
BULLETIN 


published quarterly by the United Nations Edu- 
cational, Scientific and Cultural Organization 


Just issued: Vol. VI; No. 1 
PART I: THE SECOND WORLD CONGRESS OF SOCIOL- 
OGY, LIEGE, 1953 


PART II: ORGANIZATION IN THE SOCIAL SCIENCES, 
REVIEWS AND ANNOUNCEMENTS 

Review of Documents, Periodicals and Books 

News and Announcements 


Open Forum: The Individual and Society, by M. Ginsberg 
International Documents Service 
ingle copy: $1.00 | 2960 Broadway, N.Y. 27 
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REVUE DE SCIENCE ET DE LEGISLATION 
FINANCIE tES 


The French Review of Public Finance 
Number IV, October-December 1954 


Corporate Net Income Tax and Prices E. D. Fagan (Stanford) 
Capital Gains Taxation and Its Consequences P. Tabatoni (Aix-Marseille) 
Local Finance in Turkey I. H. Ulkmen (Ankara) 
Economic Significance and Financial Scope of the Turnover Tax in U.S.S.R. Lue de Carbon 
Public Spending and Fiscal Resources: a Question of Method G. Stefani (Ferrara) 
On the Concept of Public Credit R. Guihéneuf 
The Allotment of Earnings in Contemporary Finance M. Leduc 
Surveys: 

Public Credit in France in 1953 G. Dehove (Lille) 

Public Finance in Brazil A. Barrére (Toulouse) 
Current Tax Legislation J. Mérigot (Bordeaux) 
Court Decisions M. Chrétien (Strasbourg) 


Books, Periodicals, Bibliographical Index 


Notes and Memoranda: “In Defense of the Tax on Energy” (A Reply) ; Economie Develop- 
ment and Taxation in Egypt; Savings and Investment (24th port of the Bank of 
International Settlements) 


The Review is published quarterly. Yearly Subscription within the French Territory: 
2,500 F. fr. Abroad:3,500 F. fr. Ordors can be placed to Librairie Générale de Droit et de 
Jurisprudence, 20 rue Soufflot, Paris V, and Stechert-Hafner, 31 East 10th Street, New 
York, N.Y. (U.S. $10.80). 


SOCIAL AND ECONOMIC STUDIES 


Quarterly Journal of 
Institute of Social and Economic Research 
University College of the West Indies 


Jamaica, B.W.I. 
Issues to date: Vol. 1, No. 4 
Income and consumption 
Vol. 1, No. 1 Currency and banking 


Social structure in 1830 


Economic development Land tenure and the femily 


Productivity and industrialization 


Family organization be 1 hod 
ndustrial training methods 
Urban research Beliefs of the Akawaio 
Vol. 1, No. 2 Vol. 2, Nos. 2 and 3 
Labour productivity Social stratification 
Seasonal variation and employment Motherhood tables 
Vol. 1, No. 3 Vel. 5, Me. 6 
National income estimates Labour demand and supply in sugar 
Investment incentives Rise of a peasantry 


Subscription per Volume (4 numbers): £1.10.0; U.S., $4.25; B.W.1., $7.20. 
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INTERNATIONAL ECONOMIC PAPERS, No. 3 
Translations prepared for the International Economic Association 


CONTENTS 


On the Concepts and Methods of the Stockholm School. . . . . . TORD PALANDER 
Ekonomik Tidsskhrift, 1941 
The Enigma of the Business Cyde . . . + « « KNUT WICKSELL 
Statspkonomisk Tidsskrift, 1907 
With a New Introduction by the Author 
Handwérterbuch der Staatswissenschaften, 1923 
On the Economic Principle 
A Correspondence between B. Croce and V. Pareto 
Giornale degli Economisti, 1900 and 1901 
On the Economic Principle . . . . . . BENEDETTO CROCE 
On the Economic Phenomenon. . ... + «+ VILFREDO PARETO 
On the Economic Principle. . . + +» + + + + + BENEDETTO CROCE 
On the Economic Principle. . . . . . . . VILFREDO PARETO 
Customs Unions and National Interests. . . . . « « MAURICE BYE 
Economie Appliquée, 1950 
Underemployment in Underdeveloped Economies . . . . IFIGENIA DE M. NAVARRETE 
El Trimestre Econémico, 1951 and ALFREDO NAVARRETE Jr. 
A a of Marxian and Keynesian Dynamics. . . . . . . - + «HANS PE 
Jahrbiicher fir Nationalék ie und Statistik, 1950 


London New York 
Macmillan & Co. Ltd. Price $3.50 The Macmillan Company 


A special price of $2.80 net, plus 12 cents , has been arranged in co-operation with The Mac- 

millan Company for bers of the pon onomic Association. Purchases at the special rate 

may be made by placing an order with Dr. James Washington Bell, Secretary, American Economic Associa- 

=, ~ meena University. A covering check, made out to The Company, must accompany 
order. 


THE JOURNAL OF 
POLITICAL ECONOMY 


Edited by ALBERT E. REES 


in Co-operation with the Other Members of the 
Department of Economics of the University of Chicago 


The October 1954 issue will contain: 


Earnings of Skilled and Unskilled Workers in New England and the South ........... 
Richard Cantillon: First of the Moderns, II ...........c.eeececeeecees Joseph J. Spengler 
The Reaction of Three Local Unions to Adversity ..........+++++0+00: Irwin L. Herrnstadt 
Professor Gurley on Fiscal Policy in a Growing Economy ............++ Warren L. Smith 


Book Reviews and Books Received 


FOUNDED IN 1892. Published bimonthly: February, April, June, A , October, 
December. Subscription rate $6.00 per volume. Single copy $1.50. Special rates: 
$5.00 per volume for faculty members teaching business or economics, $3.00 per 
volume for graduate students in business or economics, Canadian postage 40 cents. 
Foseign postage 75 cents. 


The University of Chicago Press - 5750 Ellis Ave., Chicago 37, Ill. 
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The Manchester School 
of Economic and Social Studies 


Vol. XXII, No. 2 May, 1954 


CONTENTS 
The Rate of Interest: British Opinion in the Eighteenth Century ...J. M. Low 
Economic Development with Unlimited Supplies of Labour ....W. A. Lewis 
Labour and the Development of the Pub!ic Corporation ..... G. N. Ostergaard 


“THE MANCHESTER SCHOOL” is published three times a year. 


The annual subscription is fifteen shillings (transatlantic subscriptions, 3 U.S. dollars), 
post free. Single copies, six shillings (1 U.S. dollar), post free. 


Subscriptions should be sent to the Secretary, "THE MANCHESTER SCHOOL,”’ Eco- 
nomics Department, The University, Manchester 13, England. 


LAND ECONOMICS 


@ quarterly journal of 
PLANNING, HOUSING & PUBLIC UTILITIES 


Among articles to appear in the May issue: 


The Role of Government in Influencing Changes in Housing in Baltimore: 

Rural Zoning in Minnesota: An Appraisal ...............- Carl H. Stoltenberg 
Plantation Agriculture in the United States: Seventeenth to Twentieth 

Mechanics of the Urban Economic Base: General Problems of Identification 

Cost of Capital Techniques Employed in Determining the Rate-of-Return 

Homer Hoyt on Development of Economic Base Concept ........ Homer Hoyt 
Annual Subscription $6.00 Single Copy $2.00 


Sterling Hall, University of Wisconsin, Madison 6 
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Journal of the Econometric Society 


Contents—Vol. 22, No. 3—July, 1954 


KennetH J. Arrow AND Gerarp Desreu:;Existence of an Equilibrium for a 
Competitive Economy 

M. J. Farrett: An Application of Activity Analysis to the Theory of the Firm 

D. G. Cuampernowne: A Note on Mr. Farrell’s Model 

S. G. ALLEN: Inventory Fluctuations in Flaxseed and Linseed Oil, 1926-1939 

R. W. Crower ann D. W. BusHaw: Price Determination in a Stock-Flow 
Economy 

W. J. Corterr: Effects on Demand of Changes in the Distribution of Income: 
A Comment 

a, _ Effects on Demand of Changes in the Distribution of Income: 

eply 

Y. K. Wone: Quasi-Inverses Associated with Minkowski-Leontief Matrices 

J. J. Potax anp Ta-Cuune Luu: Stability of the Exchange Rate Mechanism in a 
Multi-Country System 

Book Reviews, ANNOUNCEMENTS, AND NoTEs 

Published Quarterly Subscription rate available on request 

The Econometric Society is an international society for the advancement of economic 
theory in its relation to statistics and mathematics. 
Subscriptions to ECONOMETRICA and inquiries about the work of the Society and the 
procedure in applying for membership should be addressed to Rosson L. Cardwell, 


peaes. The Econometric Society, The University of Chicago, Chicago 37, Illinois, 


ECONOMETRICA 


THE REVIEW OF ECONOMIC STUDIES 


1953-54 
Vol. XXI (3) No. 56 
CONTENTS 

Specialisation and Efficiency in World Production L. W. McKenzie 
The Problem of Oligopoly J. N. Wolfe 
Some Aggregation Problems in Demand Analysis M. J. Farrell 
Welfare Economics With Variable Tastes J. C. Harsanyi 
A Note on a Point in VALUE AND CAPITAL M. Morishima 

With repl we R. Hicks and 

Rejoinder . Morishima 
The Role of National Income Estimates in Underdeveloped Countries A. R. Prest 

With Reply by D. Seers 
Stalin as an Economist R. L. Meek 
Arrow’s General Possibility Theorem M. C. Kemp 
A Further Note on Inflation G. Okun 


With a Reply by C. G. F. Simkin 


Annual subscription 21s. per volume (3 issues), post free. Special terms for students. 
U.S.A. and Canada $4.00 per volume. Back number rates on application to Secretary. 


Editorial communications should be sent to: The Editor, Review of Economic Studies, 
Nuffield College, Oxford. Articles from the U.S.A. and Canada should be sent to P. A. Samuel- 
son, Massachusetts Institute of Technology, Cambridge, Mass. 


All other communications to the Secretary, Review of Economic Studies, 4, Trumpington St., 
Cambridge, England. 


Cheques should be made payable to the Review of Economic Studies. 
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THE JOURNAL OF MARKETING 


PUBLISHED QUARTERLY BY THE AMERICAN 
MARKETING ASSOCIATION 


Partial List of Contents, Vol. XVIII, No. 4, April, 1954 


An Appraisal of Census Programs for Marketing Uses Neil H. Borden et al. 


Application of Operations Research to Marketing and Related Management 
John F. Magee 


Mandatory Resale Price Maintenance of Distilled Spirits in California 
Charles F. Stewart 


Merchandising Non-Food Items Through Supermarkets 
Productivity of Food Marketing Personnel . . Martin Kriesberg and R. W. Hoecker 


Subscription price, $6 per year in the U.S.; other countries, $7. Address communications to: 
Albert W. Frey, Editor-in-Chief, Dartmouth College, Hanover, N.H.; Lincoln Clark, Man- 
aging Editor, New York University, N.Y.; Thomas J. McGann, Business Manager, Iona 
College, New Rochelle, N.Y.; Harry Rosten, Assistant Business Manager, The New York 
Times, New York City, N.Y. 


ECONOMICA 
Published Quarterly 


New Series, Vol. XXI, No. 83 


August, 1954 


CONTENTS 


Economic Theory and the Cutlery Trades .....................00- Harry Townsend 
Comment on Mr. Lancaster’s Refutation ...............00eeeeee Harro Bernardelli 
On Descriptions of Consumers’ Behaviour Vv. Walsh 


Book Reviews 
Books Received 


MEMBERS OF THE AMERICAN ECONOMIC ASSOCIATION may sub- 
scribe at the specially reduced rate of 21s. per annum. Subscriptions should be 
sent to the Secretary and Treasurer, American Economic Association, Evanston, 
Illinois, accompanied by a cheque drawn in sterling in favour of ECONOMICA, 
London School of Economics and Political Science. 
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THE JOURNAL OF FINANCE 


Published by THE AMERICAN FINANCE ASSOCIATION 


Volume IX, No. 1, (March, 1954) includes: 
Federal Reserve and Treasury Relations ..............+..+..+W. Randolph Burgess 


Central Banking Objectives, Guides, and Measures ..........-.....-Karl R. Bopp 


Sales of Government Securities to Federal Reserve Banks Under Repurchase Agree- 


Toward a More Meaningful Statistical Concept of the Money Supply ........ 


Membership dues, including $3.00 allocated to subscription to The Journal of Finance, 
are $5.00 annually. Libraries may subscribe to The Journal at $4.00 annually and 
single copies may be purchased for $1.25. Applications for membership in the Ameri- 
can Finance Association and subscriptions to The Journal of Finance should be 
addressed to the Secretary-Treasurer, George E. Hassett, Graduate School of Business 
Administration, New York University, 90 Trinity Place, New York City. 
Communications relating to the contents of The Journal of Finance should be addressed 
to the Editor, Marshall D. Ketchum, School of Business, University of Chicago, 
Chicago 87, Illinois, or to the Associate Editor, J. Fred Weston, School of Business 
Administration, University of California, Los Angeles 24, Calif. 


SOCIAL RESEARCH 


An international quarterly, founded in 1934, published by the 
GRADUATE FACULTY OF POLITICAL AND SOCIAL SCIENCE 
of the New School for Social Research, New York 


Contents for Spring 1954 (Volume 21, Number 1) 


Mill and the Problem of Freedom of Thought ...........--eeeeeceeeeces Henry M. Magid 
Arnold Brecht (Note) 
C. J. Friedrich 
Arnold Brecht’s Contribution to Comparative Government and International Rela- 
Book Reviews 


Published in Spring, Summer, Autumn, and Winter 
Subscription $5 a year, foreign $5.50—Single copies $1.50 


66 WEST 12TH STREET, NEW YORK 11, N.Y. 
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THE ECONOMIC RECORD 


The Journal of the Economic Society of Australia and 
New Zealand 


Published half-yearly in May and November. 
Single copies, 10 shillings (Australian). 
Annual subscription, 20 shillings (Australian). 


As the journal of the Economic Society of Australia and New 
Zealand, the Economic Record is the main source for those inter- 
ested in discussion, at the professional level, of economic problems 
in those countries; but it is not confined to local subjects or local 
authors. It includes articles of general interest in the field of theo- 
retical and descriptive economics, econometrics and economic his- 
tory. 

Subscriptions should be sent to the publishers: 


The Managing Director, The Melbourne University Press 
Melbourne, N.3, Australia 


THE INDIAN ECONOMIC JOURNAL 
THE QUARTERLY JOURNAL OF 
THE INDIAN ECONOMIC ASSOCIATION 


Edited by 
C. N. VAKIL 
R. BALAKRISHNA B. V. KRISHNAMURTHY 
Vol. I April 1954 No. 4 
Articles 
THE UNITED NATIONS AND ECONOMIC DEVELOPMENT Kenneth K. Kurihara 
ECONOMIC OUTLOOK IN INDIA AND THE BUDGET FOR 1954-55 C. N. Vakit 
MIDDLE CLASS COST OF LIVING INDEX B. N. Datar 


A THEORY OF INDUSTRIAL UNEMPLOYMENT IN AN UNDERDEVELOPED ECONOMY 
P. R. Brahmananda 


CENTRAL BANKING IN RELATION TO THE PROBLEM OF ECONOMIC DEVELOPMENT 
H. N. Pathak 


Reviews Record of Research 
Veo Rs. 15/—per year 
Annual subscription ............+++ Rs, 15/— or £1-5 or $4.00 inclusive of postage 


Single Capy coccccccccoccncovccccccccscveccccsocccecs Rs. 5/— or 7/6d. or $1.25 


THE INDIAN ECONOMIC JOURNAL 
School of Economics and Sociology 
University of Bombay 
Bombay, India 
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INDIAN JOURNAL OF ECONOMICS 


(founded in 1918) 
Published quarterly. Annual subscriptions 
Inland 2 Foreign 140, or $5.50 
Editorial Board 
B. N. Gancuu D. 
Asput Qapm Sanaswar Prasad 
M. K. (Managing Editor) 
B. R. SuHznoy 
CONTENTS 
(a) Articles by recognized authorities on Economic Theory, Economic H Indian 
Statistical Metho Economics, M mney and, Banking, 


(b) Reviews of books. 


(d) Information about new publications of Governments and International 
organisations and about important articles 


Issued by 
The Departments of Economics and Commerce 
University of Allahabad, U.P. (India) 


SCIENCE & SOCIETY 


Established 1936 


Volume XVIII, Number 2, Spring, 1954 


FREEDOM OF RESEARCH IN AMERICAN SCIENCE 
SOVIET ECONOMY: FACT AND FICTION 


THE LABOR THEORY OF VALUE: A DISCUSSION 
Joan Robinson, Joseph M. Gillman, Henri Denis 


BOOK REVIEWS: By Victor Perlo on Shares of Upper Income Groups in Income 
and Savings; sy ag A. Madison on Robert M. LaFollette; Charles Humboldt 
on Man of Fire: J. C. Orozco; Norman Cazden on The Language of Music; 
John Eaton on Capitalism and Socialism on Trial; Robert S. Root on Nationalism 
and Revolution in Indonesia; James H. Lanman on Economic Forces in Ameri- 


can History; Irv ing Louis Horowitz on Diderot and Descartes; R. W. 
on The Tears of the Indians. 


Quarterly, 50¢ single copy (75¢ Foreign) $2.00 per year ($2.50 Foreign) 
SCIENCE & SOCIETY, INC. 30 East 20th Street New York 3, N.Y. 
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